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Ir is, and will continue to be, a dangerous undertaking to write 
about recent facts and transactions at the stage of the world 
upheaval we are now passing through, particularly if one wishes 
to express an opinion as to the efficacy of measures taken and 
upon the motives which led to such measures. Important events 
succeed each other with unparalleled rapidity; not only fresh 
conflicts arise, but also fresh solutions may be found at any 
moment and show us the constantly changing conditions from 
such a different point of view that one runs the risk of having to 
reverse one’s previous opinion under pressure of changing circum- 
stances. I shall therefore express my views with this reserve in 
mind. For in spite of these possibilities, I shall attempt to give 
a review of the course of affairs during the past year, and try to 
find an explanation for conditions which have attracted general 
attention on account of their real or apparent abnormality. 

In reviewing the position of the Netherlands Bank during the 
past year of war, two phenomena are especially noticeable :— 

(1) that a constantly diminishing direct financial support was 
required of the Bank, while, on the other hand, the Bank was 
more and more called on to grant indirect support in effecting 
important financial measures ; and 

(2) that the problem of the foreign rates of exchange required 
the Bank’s attention in a considerably increasing degree. 

During the last fifty years the Bank has, excluding the affairs 

1 This article is an abbreviated version of an article appearing in the 
Dutch Yearbook Grotius in continuation of an article published last year. In 
view of its wide interest and the high authority with which Dr. Vissering is in a 


position to write, the Economic Journat allows an exception to its general rule 
of not reprinting what has been already printed elsewhere.—Note by Eprtor. 
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transacted with and on behalf of the Government, never been 
called upon to grant so little credit directly to the community in 
general, and yet never has the Bank been to such an extent the 
central institution for all, while its character as a bank of issue 
has been especially prominent. Its bank-note issue has attained 
more than double that of former maxima. 

It is for this reason that I wish to make brief mention of a few 
important figures and attempt to account for them. 

Before doing so, however, I shall make certain statements as 
to the discount policy of the Bank. 

During the course of the year 1916 the Bank has not changed 
its rate. On July 1st, 1915, the discount rate had been reduced 
from 5 to 44 per cent., and although the investments have con- 
siderably diminished since that time, there has been no reason 
to drop the rate any further. Money for long period loans on the 
open market remained, as we shall see below, at about 44 to 
5 per cent.; money for short loans was temporarily available at 
very low figures, and if the Bank therefore had followed suit, it 
would have had to reduce its rate several per cent. It will not 
require much explanation to show that such a discount policy 
would have been very imprudent. If the Netherlands bank of 
issue, situated among belligerent countries which were all main- 
taining a high bank-rate, had alone considerably reduced its rate, 
most undesirable and disproportionate conditions would have been 
created with regard to foreign countries, and the desire for credit 
in the Netherlands would have been still more excited. With 
its official discount rate of 44 per cent. the Netherlands Bank, 
together with the Swiss National Bank and the Bank of Norway, 
was amongst the central institutions which have charged the 
lowest rates during the war. 

Even in some authoritative quarters it has been said that 
in the Netherlands the Government has exercised influence on 
the determination of the bank-rate by the bank of issue. It 
cannot be denied that the Government, at any rate at the begin- 
ning of the war, has on occasion attempted to bring influence 
to bear for this purpose, and the Bank has naturally at all times 
been prepared to consult with the Government on points touching 
the public interest. I must, however, explicitly deny that the 
management of the Bank has ever acted under any pressure or 
even influence of this kind. This would have been in contradic- 
tion with the proved policy of the Bank which it has pursued for 
many years past, viz., that notwithstanding the Bank has always 
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co-operated cordially and amicably with the Government, it has 
always fully maintained its liberty as a private institution over- 
against the Government; if during the crisis it had acted differ- 
ently, this would have encroached upon one of the first principles 
of its organisation and of its methods. The reductions in the 
rate which the Bank has made during the war were consequently 
made exclusively because the Bank was convinced that its own 
balance figures, the position of the money market, and the general 
economic position of the country were sufficient reasons for such 
changes. 

A considerable amount of misapprehension seems indeed to 
exist in foreign countries with reference to the position of the 
Netherlands Bank. There one often hears the Bank called the 
Netherlands State Bank. This name is incorrect. The Netherlands 
Bank is a private institution which has received from the State by 
law a so-called patent or charter for the issue of bank-notes. This 
charter is embodied in a bilateral contract which has been sanc- 
tioned by Act of Parliament; the scope of the Bank is in this 
contract restricted by certain rules and kept within certain limits. 
Two of the seven members of the management of the Bank, the 
President and the Secretary, are appointed by H.M. the Queen ; 
the remaining five members by the shareholders of the Bank. 
The Queen also appoints a Government Commissioner, who super- 
vises the management of the Bank generally; and finally the 
annual balance sheet has to be submitted for approval to the 
Government, who may only reject it if it has been prepared in 
contradiction with the terms of the charter laid down by law and 
the statutes. After a distribution of 34 per cent. dividend to the 
shareholders and the setting aside of certain sums for the reserve 
fund and bonuses, the State receives two-thirds of the net profit. 
With the exception of all these regulations, which are mainly 
of the nature of a contract, the Bank is free from any interven- 
tion of the State. This freedom has been one of the first prin- 
ciples of its organisation since its establishment in 1814, and it is 
precisely in times of great crisis and general upheaval that it has 
proved to be an excellent quality which has maintained its strength 
intact and its repute in the opinion of the people. Whenever, 
therefore, any suspicion has been raised that the Government has 
had direct influence on the management and the policy of the 
Bank, it is no less than the duty of the Bank to contradict such 
statements immediately as a matter of principle. 

We will now proceed to give the figures. 
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BALANCE SHEET FIGURES. 


July 25th, January 8th, December 
914 1916 30th, 1916. Maximum. 


f. ip f. t. 
Assets, 
PARI IIS «co scsceses) sasseseiasess 67,947,052 79,852,833 66,685,016 
Nov. th, 1914 .......sesecess. 186,283,353 
Foreign bills ........ E csuesesaveevaen 20,188,148 4,318,602 8,024,184 
dune Sad, 1914 ........cesses00s 20,230,740 


Loans on stocks and goods 61,685,882 87,065,356 85,505,222 


Beli AG (AIO scscasssonsveessas ae 167,222,275 
Advances to the Government 12,444,197 13,678,295 11,576,641 

March 6th, 2916 ......0<03.:39¢ 14,998,040 
Specie and Bullion ............. 170,341,686 442,496,405 594,587,364 

July Gist, F916. ....<...0060.545 602,166,866 
POR Gis cscocsacseece te sceaicastseeses 8,985,270 8,856,812 9,096,143 
Bank premises and furniture 1,800,000 1,600,000 1,400,000 
Various accounts ............... 509,253 23,573,559 71,086,724 

Liabilities. 

RR ce ceca cscaunesunscoueps teens 20,000,000 20,000,000 20,000,000 
PROBEIVO MOND oscvensinscesassvesse 5,003,038 5,000,000 5,155,090 
Bank-notes in circulation ..... 310,437,275 578,410,090 758,379,115 

Dee; SOR ASIG c.2.ccsecsesscoee 758,379,115 
Bank Assignations ............. 1,460,544 1,945,791 3,738,960 

1 ee | | 5,346,841 
Current Accounts ................ 4,737,223 47,886,628 54,577,360 

Sept, Tih, BSIG <...s6ss0ss60 145,881,599 
Various Accounts ............... 2,263,410 8,199,353 6,110,769 


The great increase in the main figures immediately warrants 
the query whether an inflation of money has not been created in 
the Netherlands. I shall therefore look at this question in the 
first place. 

The investments*of the Bank in discounts and loans show 
approximately the same figures as before the war. The entire 
amount of capital outstanding in December, 1916, does not greatly 
differ from that in January, 1916. If, however, we scrutinise 
these figures more closely, a great difference will be seen to exist. 
In the discounts is included on December 2nd an amount of 
f 37,000,000—in Treasury Notes which had been placed with the 
Bank by the Government through the intervention and with the 
joint signature of bankers and stock dealers. The discounts for 
the ordinary branches of trade, principally commerce, industry, 
and agriculture, had therefore on December 2nd, 1916, been 
reduced to f 21,810,465, a figure which is almost unprecedented 
in the history of the Bank. One must go back for more than 
fifty years, to a time when the Bank was an institution of local 
rather than national importance, before we find such a small 
figure. : 

In immediate connection with this I also wish to point out 
another fact. 

In the private discount market money has been becoming con- 
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stantly cheaper. For a long time the private rate fluctuated 
between 1} and 1 per cent., and for a short interval even dropped 
to $ per cent. This was, of course, one of the principal reasons 
for the emptying of the Bank’s discount portfolio. Since the 
middle of November this rate has again rapidly risen, and has 
even attained 4 per cent. and 4} per cent. 

The Government was constantly borrowing from the open 
market in order to cover its floating debt, and placed three to six 
months’ Treasury Notes and Treasury Bills at rates varying from 
3°940 per cent. to 1°703 per cent. Apparently the Government in 
this way paid more for its discounts direct from the Bank than 
for its loans on the market. As, however, the Government 
receives two-thirds of the surplus profit of the bank of issue, dis- 
counting direct with the Bank at the rate of 44 per cent. was in 
the end more advantageous for the State than this discounting 
in the open market at the lower rate. 

Monthly loans on ’change against security of stocks and shares 
varied between 4 and 2 per cent., being invariably higher than 
private discounts, and it was only in the middle of November, 
1916, that this also changed, and the rate rose from 33 to 4 per 
cent. and 4} per cent., the rate being lower for a time than that 
for private discounts, a rare phenomenon. 

As soon, however, as longer period loans came on the market, 
the standard rate rose considerably. In the early days of the 
crisis the State had been obliged to call upon the market for money 
at 5 per cent., and it was only much later that a standard rate 
of 44 per cent. was possible for an issue at par. (February, 1916, 
loan.) The Government is now issuing a loan at 4 per cent. per 
annum, though it will be issued at a few per cent. below par 
(97 per cent.). 

Private institutions were obliged at the beginning of the crisis 
to pay 6 per cent., and later on paid 5 per cent., in some 
cases 44 per cent. During the last few months a few municipali- 
ties and provinces have tried the 4 per cent. type, and were suc- 
cessful at an issuing rate of 96 per cent. and less, but at any rate 
above this price they were unsuccessful. With this figure the 
turning point in the fall of price and rate of interest had appa- 
rently been reached, and it was only during a few weeks that loan 
issues succeeded at this price. 

Although there were therefore definite symptoms that the stan- 
dard rate for sound securities had diminished since the beginning 
of the crisis, it has gradually become clear that a rate of 4 per 
cent. for long period loans has not yet been reached. It is there- 
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fore obvious that there are in the money market two currents, 
or rather two factors, which have each their own course and must 
be distinguished in reviewing the situation, viz., money loaned 
for longer periods and money loaned for short periods, either call 
money, money at a month’s or not more than three months’ 
notice. As a rule the quotations for long and short money do 
not differ so very much; they have now, however, for many 
months past been separated by a difference of several per 
cent. Other influences than those which usually operate in 
ordinary times have therefore been at work here. 

Money at short notice certainly gave the impression of being 
abundant; this may nevertheless be deceptive for judging the 
condition of the money market. The transactions at call or short 
notice are not, generally speaking, very large, so that offers of 
money, if at all on a generous scale, though they are but tempor- 
ary, will rapidly depress the market price. The stock of money 
available for short notice cannot, in fact, have been extra- 
ordinarily large, for even in the case of a momentarily large 
demand, such as on quarter days, the rates for money at call and 
short notice rose rapidly. If money at longer periods had really 
been urgently offered in large amounts, the rate for this category 
of loans would have dropped much quicker. Hence it is clear 
that on the market for longer periods, and even on that for short 
notice, so much money has not yet been present as to cause the 
money rate in the market ta drop. One cannot therefore on these 
grounds conclude that there is an inflation of money on the 
Netherlands market. 

Nevertheless, we find that both the gold stock of the bank of 
issue and the bank-note circulation have increased in a degree 
unparalleled in this country, and that the balances of accounts- 
current have greatly increased, although in more variable 
amounts. 

The greatly increased aggregates of these three groups of avail- 
able funds would under normal circumstances naturally mean an 
inflation of money, and yet in spite of these facts the direct con- 
sequences of inflation, which would in the first instance be a 
general rise in price and a fall in the Exchanges, are not 
present. 

We are therefore confronted with a series of most unusual 
phenomena which are not succeeded by the results customary in 
practice. At first they are so many riddles. How are we to find 
the solution, or what is their correct explanation? 

As it is of such great importance to have some principle of 
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guidance, I shall attempt to give an explanation, even at the risk 
of the future proving me to be wrong. 

The Netherlands has been since time immemorial a country 
which in proportion to its population had large imports, large 
exports, and, in normal times, a large transit trade. The transit 
trade is now at a standstill, greatly to the disadvantage of the 
country and of the working classes. The imports and exports, 
however, are able to continue for the sustenance of the nation, 
although to a far smaller extent than formerly. The Netherlands 
has not the natural resources of countries with large territories ; 
the country possesses no iron mines of its own, and has to rely upon 
foreign countries to a large extent for its supplies of foodstuffs, 
not to mention coal, fertilisers, and many other commodities 
which have to be obtained from abroad. On the other hand, it is 
a large producer of cattle and dairy products, of horticultural 
produce, of flower bulbs, and, from its colonies, of sugar, rice, 
quinine, and copra, to which of late years have also been added 
tea and rubber. Many of these products must be exported within 
a short time for fear of their deterioration and of the consequent 
ruin of industries in which large numbers of the population find 
a livelihood. The exports are, however, for the greater part to 
countries other than those from which the imports come. The 
grain for the country’s own food comes from America, and before 
the war, from Russia and Roumania. The agricultural products 
of the country chiefly go to England, France, and Germany ; in 
ordinary circumstances arbitrage would reciprocally liquidate the 
payments for these ; the war has, however, placed great obstacles 
in the way of these payments, because international arbitrage has 
been greatly impeded and many balances abroad were consequently 
not realisable for the time being. 

This disturbance affected the rates of exchange in yet another 
manner. In ordinary circumstances the balance of payment of 
the Netherlands to foreign countries is fairly equivalent; the 
money values of the imports and exports practically cover each 
other. Now that the imports from belligerent countries into the 
Netherlands are so much less than the exports (indeed, the imports 
of some commodities have even ceased entirely), not only was 
the ordinary medium of payment in trade with foreign countries, 
viz., goods, which were formerly imported and consequently 
created claims for payment on the Netherlands, withheld, but a 
totally different process went on in the Netherlands itself; 
the country was forced to consume its stocks of such imported 
goods, in other words, its reserves. This is most clearly seen in 
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the case of iron, cement, coal, and similar products. Shipbuilding 
yards, ironworks, etc., are a prey to anxiety for fear that their 
stocks of raw material should become exhausted, and several works 
have already been forced to reduce the working hours of their 
workmen, or even to discharge their employees, while many others 
fear that they will be forced to do so before long. 

Not only, therefore, did foreign countries send us much gold 
because the balance of exports over and above the imports had 
assumed such large dimensions, but even in the country itself 
many manufacturers and merchants acquired a greater amount of 
cash and liquid funds owing to the exhaustion of their stocks, 
which they would otherwise have long since replenished. The 
accretion of their liquid funds was in this respect quite involun- 
tary. The increase of liquid funds in the form of credit balances 
with the Bank, the hoarding of the bank-notes of the bank of 
issue, and finally the accumulation of gold in the Netherlands, 
are not only the result of handsome profits on remunerative trans- 
actions, but exhibit also an element of stagnation, of retrogression, 
and distress. 

We have therefore here a case in which the proportions of 
things have been entirely altered by the war; for one group of 
individuals this accumulation of liquid funds and the gold influx 
means growing profits; for another, presumably a far larger 
group, it means the beginning of exhaustion and unemployment. 
This distinction we must particularly not lose sight of if we wish 
to understand the character of the money market. The last-men- 
tioned group will have to consider this stock of gold, or whatever 
its counter value may be, as a very necessary reserve, laid aside 
under the force of circumstances from their industry, which it 
were best to bring into use again as soon as possible in order 
to purchase fresh stocks of raw material with which to resume 
operations and to put an end to unemployment and distress. For 
this group liquid funds do not therefore signify capital for invest- 
ment, but accumulated unused industrial power which must needs 
be kept in reserve. This accumulated reserve may take the form 
of unused credit balances, which temporarily dilate the deposits 
in the banks, and consequently the credit balances of the account- 
currents of the bank of issue have temporarily increased to so great 
an extent ; it may also consist in the repayment of money drawn 
on credit, so that the discounts and loans are greatly decreased. 
As soon, however, as the ‘situation turns, these credit balances 
and deposits will be called up and fresh working capital will be 
in demand by means of discounts and loans. The liquid funds 
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will then perhaps be inadequate even to replenish the former 
stocks, if, for instance, the prices of raw material have risen in 
the meantime. 

If we take all these circumstances into account, we shall be 
forced to the conclusion that the accumulation of these liquid 
funds has not yet assumed the character of an inflation of capital 
or of money. If we keep this in mind, it will also explain why 
loans for longer periods remained dear and how money at short 
notice could for the time being be much depressed while it was 
not in reality very abundant. 

It is an undoubted fact that not a few persons have made large 
profits and that a certain portion of such profits appears on the 
market in the form of money for investment. Another portion of 
it must be paid as extra tax, and a further portion is usually spent 
in luxury because the new-minted plutocracy longs for gratification 
and extravagance. The amplitude of money induced by these 
profits is not, however, so great that an inflation could be brought 
about by them alone, and it could not therefore create a consider- 
able fall in the market for money offered for longer periods. 

The larger group, on the other hand, who found their liquid 
funds increasing much against their will owing to the diminution 
of their stocks and the cessation of their industry, could not place 
their funds on the investment market except at short periods 
and in absolutely liquid forms. Money houses who for the same 
reasons were repaid credits which they had advanced to their 
clients and who at the same time found their deposits increasing 
by the unused money of many others, were not able to invest 
the funds thus released in loans at long periods. For this 
large group only two courses were open: to invest this money 
in a very provisional fashion in absolutely liquid objects in order 
to make it, at least in some measure, productive. All investors 
of this kind were therefore eager bidders for a form of invest- 
ment, the supply of which was naturally limited, if it was to 
comply with the requirements of great liquidity. In this field, 
therefore, the rate may be temporarily depressed to 2 per cent., 
1 per cent., and even lower. Many, however, could not even 
decide to do this because they would not even run the risk 
of the short investments in view of their duty to retain their 
funds in an absolutely liquid state; this category wished to keep 
the money hoarded in cash, and therefore invariably approached 
the bank of issue in order to entrust it with the custody of their 
money. In return they asked that their account-current should 
be credited, or, what is more customary in Holland, they asked 
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for bank-notes. The bank-note, which is intended for circula- 
tion, is here selected to perform a totally different function ; it has 
become a temporary investment in spite of the fact that it bears 
no interest, simply because the public has the unshaken con- 
viction that they can always recover their funds on demand from 
the bank of issue, and, moreover, the Bank’s acknowledgment of 
debt, incorporated in the bank-notes, is accepted in payment by 
everyone. 

A fresh phenomenon has therefore appeared during the war ; 
less and less credit is in demand from the bank of issue; its dis- 
counts and loans are reduced to unprecedented figures ; the public 
commences, on the contrary, to give the Bank a credit it did not 
ask for, but which it must be open to receive as the central insti- 
tution enjoying the confidence of all and sundry. The Bank 
becomes the great keeper of the reserves which the public is 
forced to lay aside for the time being, under the obligation, how- 
ever, to place it at the disposal of the lenders at a moment’s 
notice. 

The Management of the Bank must keep fully alive to this 
peculiarity. In such an event the issue of bank-notes does not 
cause inflation, because they are not intended by the hoarder 
to serve as a circulating medium ; they are, as it were, a receipt 
for funds temporarily placed in the custody of the Bank ; in other 
words, a deposit receipt. Two facts confirm this view: in the 
first place, the fact that the percentage of the larger denomina- 
tions of bank-notes issued have run parallel with the total increase 
of the bank-notes in circulation, and in the second place, the fact 
that the bank-notes when they are returned to the Bank are 
found to be in such a clean condition that they have obviously 
not passed through many hands. 

Neither can the accumulation of funds in the possession of the 
bank of issue be called inflation, because the Bank does not use 
these funds ; it only stores them for others. 

The bank of issue must adapt itself to this new task and 
guard against measures which may be very detrimental to the 
interests of the community in general. The Bank must not 
refuse to be and remain the general reservoir for the whole 
country, and must therefore continue to accept gold, provided it 
serves as payment for genuine transactions effected with foreign 
countries and provided such transactions are not hostile to the 
interests of the country itself. But then the Bank must also pay 
the full price for the gold unless it is proved that gold has depre- 
ciated in value. This fact must, however, be absolutely incon- 
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trovertible, and is this the case with gold at the present moment? 
Let us also look briefly into this point. 

From various quarters one hears it stated that gold has depre- 
ciated in value because the prices of goods have risen to such an 
extent and so much fresh capital has been formed by the war, 
which is shown, inter alia, by the great increase of circulating 
media in all countries, that consequently the purchasing power of 
gold has diminished, hence the value of gold has depreciated. This 
leads to proposals to pay a lower price in the money of the country, 
when the bank of issue purchases gold, a thing which has actually 
been done in several countries. We are here on very difficult 
ground, more particularly because the discussion of the subject is 
further confused by those persons who wish to explain all the 
phenomena of the present day by means of former theories upon 
the origin of crises. 

We have here apparently ample opportunity for confusion of 
ideas. The shock of this world-war has been so colossal that one 
must not pore over theories of former crises with which the 
present situation offers scarcely any points of resemblance. It 
will be wiser to look upon the war conditions as separate pheno- 
mena without reference to conclusions formerly arrived at. 

If we do this we shall at once observe that at the outbreak 
of the war the price of many commodities rapidly increased ; both 
foodstuffs and raw materials for industries, rates of exchange, 
shipping freights, and insurance premiums ran up. The prices 
of a large number of goods still continue to rise, while in other 
cases they fall from one extreme to the other. This was, for 
instance, the case with various rates of exchange. England at 
the outbreak of the war had, as usual, many claims at short 
notice outstanding on foreign countries; when England suddenly 
demanded payment the rates of exchange in all countries natur- 
ally rose considerably in favour of England, and gold flowed to 
England from all sides ; and if gold were not available to liquidate 
the balance, the rates of exchange on England rose in an alarm- 
ing fashion. Admiration at the extraordinary power of England 
in having at a given moment the whole world as her debtor was, 
at the time, heard on all sides. I shall say nothing to the detri- 
ment of the financial power of England and of her financial 
organisation as a world-market for money and bill traffic, for 
which I have great admiration, but nevertheless this exultation 
at the beginning of the war seemed to me to be premature. The 
sudden recall of obligations at short notice immediately brought 
about the rise in the rates of exchange in favour of England, and 
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for the moment this undoubtedly lent great strength. When, 
however, claims at short notice were paid, England was faced 
with the same problems as the other belligerent countries, who 
were forced to increase their imports and restrict their exports. 
This has apparently taken England by surprise, for later on the 
rates of exchange in neutral countries fell to such a serious extent 
against England that extensive measures were necessary to 
counteract this evil. England could then give a fresh proof of 
her inner financial resources and of her: powers of financial organ- 
isation; nevertheless, even after this organisation, the rates in 
neutral countries remained considerably below the normal figures, 
although it must be added that the cost of the shipment of gold 
and of insurances had become so high that one could be justified 
in saying that the gold points had been moved considerably above 
and below the usual figures. 

Did any one in England at the beginning of the war even 
suggest that during that period gold had depreciated with regard 
to England? The réles are now reversed ; the neutral States who 
at first were at a disagio vis-d-vis of England, later on saw their 
rates of exchange running up to the disadvantage of England, and 
particularly to the disadvantage of other countries. In all coun- 
tries the circulating medium increased to an extraordinary degree, 
the same phenomenon, that is to say, as we have observed in the 
Netherlands. Has the circulating medium increased owing to 
an increase of capital? Has the increase of fiduciary money sent 
up prices to such an extent? I do not think so. The prices 
rose immediately after the commencement of the war, when the 
increase of fiduciary media had not yet assumed such large pro- 
portions ; the prices of merchandise were enhanced because the 
demand suddenly augmented, both because so much more was 
consumed and because many dealers were induced to accumulate 
stocks as a precautionary measure in cases where they would not 
have thought of doing so before the war, while abnormal prices 
were also being paid during the war. 

The scarcity of certain classes of goods has increased still 
further during the war, not only because consumption has greatly 
increased, but also because destruction on a large scale was 
taking place with a simultaneous cessation of production, which 
had been regularly going on before. The North of France and 
Belgium, which in ordinary circumstances are among the most 
industrious parts of the wérld, were practically prevented from 
producing. Russia could scarcely export anything at all, and in 
all belligerent countries human labour is being squandered in a 
prodigal fashion; millions of hands are withdrawn from other 





























1917] THE NETHERLANDS BANK AND THE WAR 171 


labour for the making of munitions, and whole fleets of ships with 
valuable cargoes have been sunk. The prices of necessary articles 
were therefore forced upwards, whereas on the other hand the 
prices of materials which, though not necessary at the moment, 
are at other times most useful, have not been much raised, such 
as, for instance, bricks. Side by side with this, a great increase 
took place in the circulation media, because circulation media 
were so much more required for cash payments than had previ- 
ously been the case. This fact is, however, entirely independent 
of other factors, and has in my opinion had but little influence 
on the increase of the prices. A general inflation of money would 
have raised all prices. This increase of fiduciary funds did not, 
however, arise from an increase or an accumulation of capital ; 
it arose during a period in which the destruction of capital 
assumed more monstrous proportions than ever before. The shift- 
ing of capital from one level to another, by means of which a 
restricted group of nouveaux riches dazzled their less fortunate 
compatriots with their extravagance, must not lead one to draw 
incorrect conclusions. 4 

The increase of fiduciary circulating media arose not only on 
account of the enormous demand for means of payment, and, in 
other countries, because more credit was granted by the banks 
of issue to the Government and to a certain group of citizens, but 
also because, in an unheard-of degree, credit was given by the 
public to the banks of issue. There have been numerous in- 
stances in other countries of the same phenomenon as in the 
Netherlands. Is it not characteristic, for instance, that the 
German Reichsbank, shortly before the payment of the fifth war 
loan, possessed an unprecedented maximum of deposits exceed- 
ing six milliard Marks, most of which had been deposited with the 
Bank by private parties in advance in order to pay their subscrip- 
tions to the war loan? Immediately after the date on which the 
loan was payable, these assets were reduced by about three 
milliard Marks. Did these extra three milliard Marks, which is 
more than the total of the Reichsbank’s liabilities before the war, 
signify an inflation of money, or were they not rather a credit 
given by the German public to the Reichsbank by way of custody, 
and drawn from the funds of Provinces, Municipalities, manufac- 
turers, etc., etc., which were temporarily withdrawn from their 
ordinary functions? Is this therefore not another case of the 
same accumulation of funds being withdrawn from their proper 
use which, if judged rightly, amounts to a standstill of normal 
industry and to an economic retrogression of the country? 
But if then the prices of goods have risen owing to other 
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causes and the increase of fiduciary media in itself does not imply 
inflation, why should one conclude that the value of gold has 
depreciated merely on the ground that a greater sum of gold is at 
present required to purchase quantities of certain kinds of goods, 
whereas, on the contrary, other useful goods have not so risen 
or have even dropped in value because the demand has tempor- 
arily diminished ? 

A bank of issue should show the way to all others in the 
country. Now if in these circumstances a bank of issue were to 
proclaim that gold has depreciated and that it could consequently 
only purchase gold at a lower price, it would assume a very grave 
responsibility. Such a step must not be based on a hypothesis ; 
it must be based on factors which are established as firmly as a 
rock. 

There is another reason why one should proceed with great 
caution in putting forward the opinion that gold has depreciated 
in value. It has of late been repeatedly stated that crises are 
created both by an excess of capital and by a shortage of capital. 
I believe that, particularly in view of the experience acquired 
during this war, it is of far greater importance to pay attention 
to the degree and the manner of the granting of credit. The 
gravest financial crisis of the war occurred in most countries 
during the first weeks of the war. At that time capital had not 
been destroyed to any great extent, and yet cries for moratoria were 
heard on all sides, and in many countries a moratorium was pro- 
claimed. This was because the war had put a sudden stop to inter- 
national money traffic, and also in a far greater degree, because 
credit had everywhere been withdrawn. This was done by the 
private individual who withdrew his deposits from his bankers, 
although such individual could not even use the money; it was 
done by the banks who recalled their invested moneys and would 
grant no further credit ; it was done by the public who would no 
longer take mortgage or debenture bonds; and it was done by a 
certain portion of the general public, who seemed even to have lost 
confidence in the bank-notes of the banks of issue, and created a 
run on those banks in order to secure minted money. All these 
excesses soon came to an end when the first war panic had passed 
and people had calmed down. It was the psychology of the 
masses which had urged them to an illogical extreme. 

In the course of the war we have, however, gradually ap- 
proached another extreme ;+a new phase in the psychology of the 
masses has arisen, viz., that of giving in trust and granting of 
credit to an unparalleled extent. This was partly a case of neces- 
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sity, though the general public have adapted themselves with 
extraordinary facility to this necessity. In the space of a few 
years the national debt has been multiplied and new forms of 
creating fresh credit have had to be devised. This fresh credit 
included an increase both in the circulation of the notes of the 
banks of issue and in the credit balances deposited with those 
banks ; an increase of bank-notes both where the banks of issue 
brought them into circulation in return for the gold which they 
thenceforward wished to retain, and also where the public volun- 
tarily selected such notes to serve, in fact, as certificates for idle 
funds deposited with the banks, as I have already described above. 
But particularly the machinery of creating credit has during the 
war been greatly developed everywhere, and it is precisely because 
of the continuous destruction of capital that not only the art of 
creating but also of maintaining credit will have to be more and 
more perfected. The whole world for the next few decades will 
not be able to do without credit in a far greater volume than 
ever before. Such credits must naturally be based on claims 
upon debtors, who can, in the long run, be relied upon; such 
credit will also be partially based on goods in hand, both movables 
and immovables, or on goods which one may safely assume can 
be eventually produced. Such a credit must, however, in the 
future continue to rest in part also upon the value of precious 
metal, and this is particularly the case with credit that is em- 
bodied in the bank-notes of the banks of issue. The time will 
obviously come when the holders of these bank-notes which are 
circulating in so much larger quantities than usual will wish to 
use these in claiming services from other individuals. The manu- 
facturers will eventually wish to convert these notes into raw 
materials which they must import from foreign countries ; agricul- 
ture will have to purchase fertilisers abroad, etc. With these 
bank-notes they will want to purchase drafts (cheques) on foreign 
countries, and all banks of issue will undoubtedly be prepared in 
an enhanced degree to apply the theory of the gold exchange and 
to support private bankers in their foreign bill transactions by 
creating assets abroad in good time by means of a foreign bill 
portfolio or credit balances in foreign countries. 

It is, however, precisely when after the war this foreign bill 
traffic is briskly developing that fresh difficulties will arise in this 
respect, either from feelings of enmity which may be temporarily 
prolonged, or because there will suddenly be a great demand for 
liquid claims (cheques) on foreign countries, while on the other 
hand the claims on that foreign country may be embodied for the 
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greater part in obligations which are only redeemable after a 
fairly long period (treasury bills for one or more years, deben- 
tures, etc.). In whatever form it may appear we must expect 
that the demand for means of payment to foreign countries will 
frequently exceed the material available at the time. Gold will 
in the future, however, prove to be of incalculable service in such 
cases. Now if a bank of issue were to take measures to make 
this medium of payment, which is really a highly convenient one, 
less efficient in the future by shaking general confidence in its 
value, the consequences of this action would in the first place be 
very grave for the banks of issue themselves. If the banks of 
issue are not found in a position to exchange any amount of their 
bank-notes presented for exchange into liquid claims on foreign 
countries, how can they then expect the public to continue to 
place confidence in their bank-notes? One can undoubtedly to 
a certain extent ascribe to the bank-note the character of 
“charter” or “paper money” accorditig to the theory of Prof. 
Knapp, but this is only the case in so far as such bank-notes are 
required for the home circulation. If these requirements 
diminish, then the bank must be in the position to take back the 
whole amount in excess of the needs of circulation, and to supply 
a different value in its stead. This alternative value cannot 
always take the form of a decrease of the holder’s debt to the 
bank, for, as we have seen in the case of the Netherlands Bank, 
the investments of the Bank have never been so small. In 
these circumstances gold will be indispensable, and if the Bank 
has helped to depreciate the value of gold, its troubles will be 
endless. 

The Netherlands Bank has therefore adhered to the principle 
that it is still prepared to accept any amount of gold at its full 
former value. It is true that the price of the gold for the foreign 
seller has changed, because the cost of transport, insurance, car- 
riage, etc., is so much higher, so that the gold-points for import 
and export now lie much further apart than formerly. Before the 
war the gold export-point from the Netherlands to England was 
about (12°15, and the gold import-point f 12°05. Since the war 
these prices have been subject to constant fluctuation, and the 
gold-points have even reached 4 per cent. higher and lower, 1.e., 


f 12°63 for export and f 11°57 for import. The gold price payable 
by the Bank for delivery on its premises at Amsterdam has, 
however, remained constant. It is, moreover, the firm intention 
of the Bank to persevere in this gold policy unless such new situa- 
tions arise internationally in this field, that the Bank is no longer 
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able to pursue this policy. Suppose, for instance, that England, 
Germany, and Austria were to declare that gold has depreciated 
in value, then the so much less important Netherlands Bank 
would naturally no longer be able to maintain its standpoint. 
The depreciation of gold which has been proclaimed by the banks 
of issue in Sweden, Norway, and Denmark has not up to the 
present effected any change in the views of the Netherlands 
Bank. 

I must, however, make at once a further important reser- 
vation. If the Netherlands Bank accepts gold, it pays for it 
at the full price; it does not, however, accept absolutely all the 
gold that is offered to it for sale. Numerous proposals have been 
made by foreign countries, either to send gold to the Bank or to 
deposit gold abroad on its account, in which the transaction was 
primarily intended to serve the interests of the foreign country. 
In all such cases the Bank has firmly refused to entertain 
the transaction, and has therefore declined the gold. In 
order to prevent the Bank so far as possible from becoming an 
indirect tool for alien interests, it has insisted upon full informa- 
tion being furnished concerning every transaction respecting the 
offer of gold for sale to the Bank, and if there was any doubt 
whatsoever, the gold was invariably rejected. This, however, 
does not affect the principle of the Bank’s gold policy, which has 
so far during the war remained unchanged. 

Animadversions have been made in this connection, pointing 
to the fact that, since the Netherlands Bank refuses gold in 
certain cases, gold has no longer its former property of being 
employed for every kind of transaction, and that gold, in conse- 
quence of the loss of this property, has therefore depreciated in 
value as far as the Netherlands is concerned. 

This argument is, in my opinion, invalid. Before the war no 
one would have dreamt of sending such large sums of gold to the 
Netherlands in order to base arbitrage transactions on the ship- 
ment. This is what is sought at present, and in this way 
attempts are made to press upon gold a new property which it did 
not possess in international traffic before the war. This new 
and extended use of gold is not accepted by the Netherlands, 
because this country will not allow itself to be forced to permit 
such transactions being effected through its territory. It is the 
same as with soldiers; in times of peace a foreign soldier may 
safely remain in the Netherlands, while if a soldier of one of the 
belligerent countries should now happen to cross our frontiers, he 
is immediately interned. In the same way we now refuse gold 
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that might, for instance, be used for war purposes. It is there- 
fore not a rejection of gold, but a refusal to contribute to a trans- 
action in which gold is only used as an instrument. No argu- 
ment in favour of the depreciation of gold can be based on such 
refusal. 

This gold question is of such importance that I propose to 
relate in what circumstances gold transactions have taken place 
with or through the Netherlands. 

The Netherlands Bank has during the past year both accepted 
gold and sold it. It: has also by way of exception accepted gold 
outside the Netherlands, viz., in the following cases. 

The Netherlands currency, except during the early part of the 
war, and subsequently in respect of certain neutral countries, has 
been at a considerable premium over all other currencies. This 
was particularly noticeable with regard to America. It was at 
first believed that a considerable amount of dollars originating 
from Germany had depressed the dollar rate in the Netherlands ; 
this may have been the case for a certain length of time, but it 
is my opinion that the influx of these German dollars has been 
greatly exaggerated. It is a remarkable fact that on the other 
hand the dollar has accompanied the sterling rate fairly closely ; 
when the £ stood at its lowest in the Netherlands, the dollar also 
dropped considerably, and vice versd, the dollar in the Nether- 
lands stood above the gold-point when the £ was still high, and 
during this time the unimpeded influx of dollars from Germany 
had no noticeable influence on these high dollar rates. Later on 
this trade in German dollars in the Netherlands ceased entirely 
when England objected to its cables being used for transactions 
in German dollars. Nevertheless, after this date the dollar 
remained several per cent. below the gold-point, and it has only 
recently run up to about f 2°45, whereas the former gold import- 
point was f 2°474. 

This low rate for the dollar (the lowest was f 2°18 on January 
6th, 1916) created difficulties on two sides. Many Dutch con- 
cerns had claims outstanding in America; commodities such as 
diamonds and bulbs, for instance, are sold at long periods of 
credit. It was therefore impossible for Dutch creditors to cash 
these dollars at such low rates when they became due. The trade 
in these commodities was therefore threatened with an absolute 
standstill. It is well known that many workers earn their bread 
in these branches of industry; their number runs into many 
thousands. A national interest was at stake, and it was an 
imperative duty to keep these branches of industry going. 
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This is why the Netherlands Bank has been prepared to take 
over these balances, whatever figure the dollar rate might 
drop to, at the fixed price of f 2°42, provided it was proved to 
the satisfaction of the Bank that these dollar balances had 
originated during the period preceding the fall in the dollar rate, 
and provided these dollar balances were deposited for the account 
of the Bank in America.in the custody of one of the representa- 
tives of the Bank, in gold coin of the United States. From the 
price of f 2'42, as compared with a parity of about f2°474 one 
must not conclude that the Netherlands Bank considered the 
value of the gold as having depreciated. This price was being 
paid by the Bank for gold lying in America, so that the Bank 
took the eventual cost of shipment and insurance to the Nether- 
lands for its account and risk, and, in the interval, the cost of 
storage in America for perhaps a considerable period. 

The Bank also accepted gold in America for another category 
of claims. The Netherlands for long times past has possessed 
large interests in American concerns, particularly American rail- 
ways and also a number of industrial companies, such as, for 
instance, the Steel Trust and Marine Trust. A type of institu- 
tion which is typical of the Netherlands is the so-called Adminis- 
tration Office for American shares, which originated from the 
desire to remove the difficulties involved in cashing the dividends, 
and in the transfer of the original share certificates which, in 
America, are always registered. Several of these administra- 
tion offices also arose in a period of reorganisations, when the 
shareholders were called upon to deposit their shares with protec- 
tive committees ; these committees later on were incorporated into 
separate legal bodies which continued to exist after the conclusion 
of the reorganisation, in order to look after the interests of the 
shareholders. These administration offices cause the original 
shares to be transferred to their name and issue in return Dutch 
certificates, with dividend or coupon warrants attached like an 
ordinary bond. It of course follows that these Dutch certificates 
are only held by Netherlanders and are only negotiable in the 
Netherlands. Although the American companies paid their divi- 
dends regularly, the Netherlanders either could not receive such 
dividends owing to the obstructions in the postal traffic and bill 
market, or could only cash them at dollar rates which meant a 
serious loss. A very large amount of securities in the Nether- 
lands, most of them held by very sound holders, threatened to 
become unnegotiable, or depreciated by causes which had no con- 


nection whatever with the soundness of the investment. The 
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Netherlands Bank considered it to be a national interest to place 
its shoulders under these claims, and announced that it was pre- 
pared to take over these dividend claims in dollars, provided the 
administration offices could assure the Bank that the parties 
entitled to the dividends were of Netherlands nationality. In 
return for the payment of eagles in New York the Bank paid 
these claims to the administration offices at the same figure of 
f 2°42. 

The Netherlands Bank, however, has also sold gold during the 
war. When in the early days of the war the rates of exchange 
on England and America rose above the gold-point, the Bank 
remitted gold to both these countries. This has been recorded 
before, so that I need only note the fact here. The Bank could, 
of course, only make these remittances of gold for certain very 
specifically Dutch interests, otherwise international arbitrage 
would immediately have taken advantage of such an opportunity, 
and it was the duty of the Netherlands Bank to hold itself aloof 
from such transactions. 

In the Scandinavian countries, however, a very remarkable 
incident occurred in this respect in the spring of 1916. While 
the Scandinavian currencies had been for a long time previously 
at a discount vis-d-vis the Netherlands, a premium suddenly 
supervened in the spring of 1916, particularly in Sweden. This 
was chiefly due to the fact that English and German currency 
was at an even greater discount in Sweden than that of the Nether- 
lands. When cheques from the Netherlands to. Sweden could 
no longer be obtained in sufficient amounts, the Swedish rate (of 
which the parity is f 6667 per 100 Kronor) ran up to 69—and 
higher, which is higher than the cost of remittance of gold to 
Sweden in present circumstances, and the Dutch trading 
public applied to the bank of issue for help. The Netherlands 
Bank immediately granted its support, true to its principle of 
maintaining foreign exchanges as much as possible in these times 
for genuine national commercial interests. No difficulty was 
experienced in obtaining from the Government an exemption 
from the gold export prohibition. The bank remitted in the first 
instance a certain amount of Scandinavian gold crowns which it 
still had in stock; this amount, however, not proving sufficient, 
the Bank was forced to send foreign gold, but found that this gold 
was only accepted by the consignees at a discount, at first of 
3 per cent., which later on was increased to 5 per cent. It was 
highly disadvantageous to Dutch buyers that such a heavy tax 
should be imposed without warning on the payment of contracts 
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which had previously been made in good faith, in the first place 
because of the shifting of the gold-point as a result of the higher 
cost of transmission—which nobody could help—but over and 
above this by a declaration of one of the parties that gold would 
only be taken at a much reduced price. This, however, was not 
the greatest difficulty ; it was much more difficult when Sweden 
began to refuse to accept gold. The Netherlands Bank had col- 
lected information as to how much Dutch trade and industry 
would have to pay in the immediate future, granted its co-opera- 
tion for the full amount of the obligations, and had applied to 
Sweden for permission to send this amount in gold. Sweden only 
gave permission for about 50 per cent. of this amount to be 
remitted, so that the Bank was obliged to inform the Dutch trade 
that it could only pay about half of its obligations. The Bank 
then invited private bankers in the Netherlands to apply for 
credits from the Swedish banks against which cheques could be 
drawn; the majority of the Swedish banks, however, declined 
to do so, because they were not equipped for the business of 
acceptance credits ; some others imposed such onerous conditions 
in the way of interest or commission and security, which might 
only consist of Swedish bonds, purchased in the country itself, 
even this being only permitted to such inadequate amounts that 
all attempts in this direction had to be given up. The neutral 
state of the Netherlands was therefore placed in so extraordinary 
a position with regard to another neutral State, Sweden, that 
not one of the known means of payment in modern commercial 
traffic at anything like a reasonable relation to the coin parity 
could be employed, simply because Sweden no longer admitted 
this means. Later on we heard that the reason was that the 
depreciation of gold had been proclaimed in Sweden on grounds 
with which, however, we did not agree, and that the consequent 
refusal to accept the entire amount of gold offered, even at the 
depreciated price, was based on the desire to force other countries 
to send goods to Sweden with which to liquidate the balances of 
payment, instead of gold. This demand, however, was most 
unreasonable as against Holland, for Holland had no goods 
which were available for export to Sweden, and with the best of 
intentions we could not meet their wishes in the matter. Further- 
more, the Swedish shippers had sold their goods to Holland 
without any restriction whatsoever in this respect ; the settlement 
of the transactions was therefore prevented by Sweden on the 
ground of a theoretical desire of which the fulfilment by the 
Netherlands was impossible in practice! Owing to these diffi- 
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culties, cheques on Sweden had in the meantime risen to 75— 
which is a premium of about 15 per cent., and the Netherlands 
Bank being absolutely powerless to do anything to alleviate the 
situation, trade with Sweden threatened to come to a_ stop 
altogether. 

A solution was, however, soon found in a manner with which 
the Netherlands had nothing to do. Shortly afterwards it ap- 
peared that a financial arrangement had been come to between 
England and Sweden, for the rate of exchange from England to 
Sweden rose unexpectedly so much that it was again possible 
to make arbitrage transactions vid England at a figure not much 
above and very shortly after even below the gold-point of the 
day ; the Netherlands then promptly paid their debts to Sweden 
vid London. 

There was something unsatisfactory in the entire course of 
the negotiation. That belligerent States should cut each other 
off from financial traffic is a disagreeable consequence of their 
respective inimical attitude, but that traffic in money should be 
cut off between two neutral countries who are mutually on the 
best of terms, purely on grounds of which the correctness 
is quite open to attack, forces one to meditation. The general 
confusion has thereby been made greater than was really 
necessary. 

The Netherlands to a certain extent found themselves simul- 
taneously in the same position with respect to America. America 
had, as in former years, purchased tobacco in the Netherlands 
and also wished to pay for it. The guilder, however, was at a 
premium over the dollar, and this premium was considerably 
greater than the present cost of remittance of gold. The 
Americans on their side did not wish to submit to this premium, 
which from their point of view was quite justified. They did not 
wish to admit that, while there was abundance of money and of 
gold in America, and while American currency was at a premium 
over the whole of the rest of the world, the dollar was neverthe- 
less depreciated with regard to little Holland. Consequently they 
at first declared that they would not give more dollars for the 
guilder than formerly, and in this event the unfavourable rate 
would have been at the expense of the Dutch shippers who had 
sold in guilders and who naturally were not inclined to accept 
this position. The Americans then proposed that they should 
deposit dollars in Americaon behalf of the Netherlands Bank, in 
the form of gold if desired. As, however, we had to do with an 
obligation to pay by America, and it was at the bottom a purely 
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American interest, the Netherlands Bank could not entertain the 
proposal. America then offered to remit gold to the Netherlands, 
which would naturally have found its way to the Netherlands 
Bank. The Netherlands Bank then declared that it did not care 
to accept this gold as it already had such a large stock. If the 
Netherlands Bank in these circumstances had simply refused this 
gold, then America could in the end have been placed in the same 
position with regard to Holland as Holland had, to its great 
inconvenience, been placed with regard to Sweden. The Bank 
therefore considered that it should not assume such an attitude, 
and consequently conferred with various’ Netherlands bankers 
and proposed to them that they should give acceptance credits to 
America, against which could be drawn in guilders every three 
months, and the Bank announced beforehand that it would be 
prepared to discount such bills provided it were certain that the 
bills would serve to pay for purchased tobacco, and that they were 
not clandestine war credits, skilfully engineered by this means 
by middlemen. When such bills became due, they could be 
repeatedly extended if the rate of exchange had not yet returned 
to its normal figure. The bills are now reported beforehand by 
the various bankers to the Bank, and they are a much-desired 
investment in the local discount market, because the broker, 
when giving it in private discount, can assure the discounter that 
the Bank will readily discount them if necessary. Owing to the 
abundance of liquid funds of the banks, scarcely any of these bills 
have so far been brought to the Bank. The announcement that 
the Bank was prepared to co-operate in this arrangement has 
placed this means of payment at the entire disposal of America. 
For the Netherlands bill market the arrangement is, moreover, 
highly to be recommended, because the acceptance credit, pro- 
vided the bills are well secured, is thereby developed as a sound 
branch of trade for the private banks and because the bill material 
is augmented with genuine trade bills. If this acceptance credit 
could not have been arranged, the Bank would, as a second 
resource, have announced that it was prepared to accept gold in 
the Netherlands at the full price in payment of these trans- 
actions. 

There were, however, other circumstances which impeded 
gold remittances, for England placed many obstacles in the way 
of gold shipments fearing that this gold or its counter value might 
find its way to an enemy country, a fear which was entirely 
unfounded because of the precautionary measures taken by the 
Netherlands Bank to ascertain, on presentation of any quantity of 
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gold, the origin of the transaction. In spite of all these obstacles 
the money traffic between America and the Netherlands, and 
particularly from America to Holland, has remained open. The 
rise in the sterling rate and also in the dollar rate which occurred 
later as a result of the rise of £ sterling, because the dollar was 
being maintained in London at the fixed rate of about 4°76, also 
facilitated settlements by way of arbitrage. 

It will be seen that the gold question has played an important 
part in the history of the Netherlands Bank during the past year. 
It was, however, not only the question of payment in gold or 
otherwise which increased the duties of the Bank. I have 
already explained above that the Netherlands cannot exist with- 
out exporting. A typical example of an industry which cannot 
continue unless the export is permitted is the breeding of cattle 
and pigs. The cattlefoods are for the greater part imported from 
foreign countries and have increased so enormously in cost that 
the farmer could not continue to feed his pigs and other cattle 
unless he was able to pay the cost of such food from the profits 
made by exporting young animals. As various countries round 
about us required these animals, the export of cattle was 
repeatedly permitted by the Government after those foreign 
countries had been consulted on the question. The exports, how- 
ever, still exceeded the imports, or, at any rate, the latter were 
not able to stop the great fall in the rates of exchange. The pay- 
ment by foreign countries to the Netherlands was therefore 
accompanied with great difficulties in spite of international agree- 
ments as to imports and exports. Urgent requests were conse- 
quently made by all countries about us to come to an arrangement 
not to pay cash for these exports, but that they should be liqui- 
dated by means of bills, Government notes and similar paper, in 
most cases reinforced by special guarantees from foreign banks. 
The guarantee of banks for foreign paper was not asked for 
because the security of the State paper was not recognised, but 
because in these times of war it is very difficult to enter into a 
transaction exclusively with a foreign State. In the first place, 
one wished to avoid doing business direct with a belligerent State, 
whereas transactions with foreign bankers would rather be a con- 
tinuation of former connections. And, further, a foreign State 
with its sovereign rights as State, might be able or obliged, at a 
later date, to impose new conditions upon its creditors which, if 
they had been known from the first, would have rendered the 
transactions impossible. It is clear that by means of the guar- 
antee or joint signature of banks in the foreign country one 
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possessed all the guarantees which according to common law 
ensue from mutual agreements between private parties. 

Various arrangements therefore had to be made in order to 
convert the credits embodied in the foreign bills, State bonds, or 
other advances against security of stocks, into ready money in the 
Netherlands in order to be able to pay the suppliers of the 
exported goods in cash. The suppliers were in by far the greater 
part farmers or small market gardeners who were not in a position 
to accept credit paper in payment of their supplies. The large 
banks and bankers in this country therefore undertook the financ- 
ing of this credit paper, generally in mutual co-operation. They 
could not have done this, however, if they had not had behind 
them the bank of issue. The Netherlands Bank was therefore, 
though not directly, involved in all important credits to foreign 
countries, and many an ingenious legal construction had to be 
devised to render feasible the assistance of the bank of issue in 
respect of such foreign credits. According to all these arrange- 
ments the Bank was not only prepared to take up into its portfolio 
these bills, with the additional signature of Dutch bankers, but 
it also tried to facilitate the placing of such bills, etc., on the open 
market by announcing that it was prepared to accept such paper 
in discount or as security against advances on certain conditions 
from every Dutch holder with whom the Bank could properly do 
business. 

The bank of issue consequently also became the central insti- 
tution of the entire country in this new direction. Without its 
support these arrangements could not have been brought about, 
though the Bank only rendered assistance in cases where @ 
national Netherlands interest was at stake. 

Many and various are the transactions which were brought 
about in this manner in order to finance the products of both the 
home country and the Colonies. The difficulty of the rates of 
exchange was solved by fixing the value of these bills, State 
bonds, or advances against securities, in Dutch florins or in 
foreign currencies at a guaranteed rate in Dutch florins which 
practically corresponded with the former bill parity. 

The periods of such credits were always fairly short, and only 
ran for one or, at the utmost, a couple of years, in the hope that 
when they fell due the rate of exchange on Holland would have 
resumed more normal proportions. 

In some cases the foreign country desired to reserve the right 
to meet at some future date these obligations in Dutch florins, by 
the payment of gold; the Netherlands Bank declared that it was 








184 THE ECONOMIC JOURNAL [JUNE 


in principle prepared to accept it on condition that the bank of 
issue in the other country was at that time still prepared to accept 
gold in settlement of international payments. The example of 
the Scandinavian Banks in refusing for a time to accept any more 
gold was the reason for both sides taking this precaution. The 
Netherlands Bank believes that by acting thus it has in the 
public interest helped to restore as soon as possible the stability 
of international values. 

In a similar way, the Netherlands Bank has assisted to 
liquidate old balances in £ sterling in Dutch hands after the great 
fall of the £ sterling rate in the Netherlands. On January 6th, 
1916, the rate had even dropped to f 10°39} as against a normal 
parity of f12°107. As has been explained above in the case of 
America, this drop in the English rates threatened to lead to 
great difficulties ; there were many concerns which gradually found 
their whole capital and even more being held fast in sterling 
balances, which they could not realise without very great loss. 
The strawboard factories in the north of Holland, for instance, 
must turn over their capital several times in the course of a year. 
They export chiefly to England on contracts which in most cases 
had been made long before the outbreak of war, and the delivery 
was naturally effected at a price in pounds sterling. These 
factories would eventually have been forced to shut down if a 
solution had not been found to counteract the disadvantage of the 
drop in the rate of exchange. 

The sugar crop from the Netherlands East Indies is, as a rule, 
largely financed by means of acceptances on London. All banks 
established in the Netherlands East Indies take up large amounts 
of such sugar bills on London as their regular trade. When these 
bills fell due these banks possessed large sums to their credit in 
London, which they naturally could not realise at a loss of 10 per 
cent. to 14 per cent. caused by the fall in the sterling rate. For a 
number of institutions who were holders of an amount of these 
sugar bills which could not be considered excessive, this would 
have meant the loss of their entire reserve fund, simply owing to 
loss on the rates of exchange. There were therefore large Dutch 
and Dutch East Indian interests involved which necessitated a 
solution for these difficulties being found. For the space of several 
months a solution to this problem which would be acceptable to 
all parties was sought for, and it was eventually found as follows : 
England was to pay a certain proportion of these balances in gold, 
which the Netherlands Bank would accept at the full price; the 
greater part, however, would be paid by conversion of the balance 
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into English Treasury Bills. These Treasury Bills are, it is 
true, in £ sterling, but payment in the Netherlands was guar- 
anteed on the due date, a guarantee which was also endorsed by 
the Bank of England, in Dutch florins at the rate of {12 per £. 
If the Dutch holder wishes to receive payment in florins, he must 
apply fourteen days before the bill falls due to a firm of bankers 
in Amsterdam, who for this purpose will act as the representa- 
tives of the Bank of England in the Netherlands. 

The balances were by this means converted into negotiable 
English Treasury Bills at a fixed rate on Holland which could 
be sold on the bill market, while the Netherlands Bank declared 
beforehand that it was ready to accept any amount of the Treasury 
Bills resulting from this arrangement as security for advances in 
account current from any Dutch holder with whom the Bank 
could properly do business. 

The balances which were to be converted into Treasury Bills 
were carefully verified. The Bank kept a record of the numbers 
and other details of the bills issued on the basis of this arrange- 
ment, as the Bank naturally wished to restrict its co-operation to 
the payment of the Netherlands balances in England. If the 
Bank had not made this restriction there would have been a risk 
that a disguised war loan in the form of other Treasury Bills 
might have been placed with the Bank. Attempts of this kind, 
from whatever country they came, the Bank has always strongly 
resisted. 

The difficulties induced by the fall in the rates of exchange on 
England were thus temporarily solved so far as these transactions 
were concerned. In consequence of the abundance of money in 
the Netherlands, but few of these bills have so far found their 
way to the bank of issue. They formed a very attractive object 
on the discount market because every one knew that they could 
always appeal to the Bank in case of emergency. Many buyers 
of such paper on the market, however, took the precaution of 
ascertaining from the Bank, before actually purchasing, whether 
the numbers offered really were included in the arrangement 
above described. 

The result of all these arrangements has been that the Nether- 
lands has gradually afforded large credits to all surrounding coun- 
tries, though not on the country’s own initiative and absolutely 
without any preference of one above the other.. Advances were 
also given to neutral countries, as, for instance, in the case 
of the American tobacco buyers, in the form of acceptances 
against confirmed credits, as already explained above. All these 
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circumstances led to an extraordinary development of the money 
and credit market in the Netherlands. The discount market in 
the Netherlands, which before the war had subsided in an 
ominous fashion for lack of first-class Dutch and foreign bills, 
has in consequence acquired great activity and new strength. 
The Dutch florin has assumed a far greater significance on the 
international money and bill market, and this fact will come into 
even greater prominence when at the conclusion of peace the 
international bill market has recovered its freedom of movement 
on all sides. 7 

One of the prognostications made in my first ‘‘ Grotius” 
article has thus been partly verified, and I heartily rejoice to 
see that the importance of the Netherlands as a centre—though 
only a secondary one—of international money traffic has un- 
doubtedly been raised. It is to be hoped that the Dutch bankers 
will realise their vocation in this respect, and that by means of 
a cautious, though on the other hand not too narrow, bank policy, 
each in their own circle will help the Netherlands to regain the 
position they held in past centuries and to retain it for the 
future. I repeat what I wrote last year; I do not wish to be 
led astray by foolish dreams of the future; we must not think 
that the Netherlands will take the place of London, but it is 
certain that Holland is now called upon to play a much more 
important réle internationally in the field of money and bill 
traffic than during the last decades before the war. This réle is 
even imposed upon the Netherlands by circumstances and by 
foreign countries, and it is to be hoped that the country may 
show sufficient self-confidence, sufficient daring and perspicacity 
to play the part with dignity. 

G. VISSERING 


Amsterdam, November-December, 1916. 

















THE DEPRECIATION OF BRITISH HOME 
INVESTMENTS. 


IV.? 


THE war has both accelerated the depreciation considered in the 
three previous articles, and made it impossible to continue its 
examination on just the old lines. Minimum prices imposed upon 
the stock markets of Great Britain from August, 1914, to July, 
1916, have, of course, rendered “average mean annual prices” of 
most of the investments unobtainable for those years. But now 
that these fetters have been removed it is possible to make use 
of present average prices instead, and to reduce them to number 
of years’ purchase of dividends. As this gives quite a fair com- 
parison with the former figures, it has been done in the accom- 
panying tables as on December 31st, 1916, and the resultant 
years’ purchase has been inserted in the diagram. The lines 
have, as might be expected, again fallen heavily. They are now 
nearer together, and show that the old preference for British rail- 
way debenture stocks and municipal stocks, where it has not 
disappeared, is less pronounced than ever. The difference between 
the former (line A) and the similar foreign and colonial issues 
covered by line D is now less than one year’s purchase. In other 
words, in 1896 the yield of A was £2 11s. per cent. against 
£4 Os. 3d. of D—a difference of £1 9s. 3d.; whereas now the 
respective yields are £5 2s. 5d. and £5 7s.—a difference of 4s. 7d. 
only. 

The six French Railway Obligations (Professor Rist’s line F) 
in 1896 yielded £3 2s. 10d. per cent. as compared with the British 
yield of £2 11s. per cent. They now yield £4 8s. 6d. only, as 
compared with the British £5 2s. 5d. A higher yield of 11s. 10d. 
has become a lower one of 13s. 11d.—a very noteworthy differ- 
ence. 


* The previous articles appeared in the June numbers of the Economic 
JouRNAL of 1912, 1913, and 1914. This article was written in February, but 
too late for the March number. 
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TaBLE I.—(Line A of Diagram). 
Dividends and Mean Prices. BRITISH RAILWAY DEBENTURE STOCKS. 
1916, 
<= 1876. | 1881. | 1886. | 1891. | 1896. | 1901. | 1906, | 1911. | 1918. [peo gh. 
: 400} 4:00} 4:00] 4:00] 400] 400] 400] 400] 4:00! 4-00 
1, Caledonian ... wf 104-00 1075 116°2 126° 156 9 1852 1212 108-00 1021, 78-00 
i 4 400| 4 4 4° 4 400} 4" 4 
2. Great Eastern =f 1025 | 112"2 | 1170, | 127'5. | 164-2 | 181-0 | 119-1 | 106'2 | 99-5 74-00 
‘ 400} 400) 3° ‘ 8:00| 3800] 8-00) 8 ‘ 
3. Great Northern : 105-2 | 1147 | 120°5. | 1005 | 1191 | 100°0 | 92-0 | 16 | 771, 61 00 
5: 4°00} 4:00} 4°00) 4 4" 400} 4:00] 4:00 ? 4: 
4. Great Western +4 | 105-2 | 114-7 | 121-0 |1819 | 157-7 | 1340 | 128-4 | 109°5 | 1085 | 2-00 
6. Lanc. and York- 400} 4:00] 400! 4:00] 300] 300} 3:00] 300] 300; 3-00 
shire . 105°2 |1147 | 118-0 | 128:0 119°7 | 100°5 | 91°8 | 81-2 | 75°6 | 59:00 
6.1L. and North 4:00] 4:00/ 4:00/ 4:00] 800] 3:00] 3:00] 300] 800] 300 
Western ... 1057 |115-0 |1217 | 182-7 | 119°9 | 108-2 | 95:8 | 84:2 | 78°8 | 62°00 
7. L, and South 400} 4:00! 400] 300] 8-00} 8-00! 3:00] 300] 80} 3:00 
Western .. 105°7 | 1155 | 120°0 fi. 119°9 | 101°8 | 93:0 | 81-9 | 76°7 | 60-00 
8. L. Brighton’ and 450] 450! 4:50| 4:50] 450/ 450] 450] 450] 4°50] 450 
South Coast ...1 {1140 | 124°0 | 1305 | 1430 | 173-7 | 147-4 | 188.0 120-2 | 1124 | 8600 
(a) Manchester, | 
Sheffield and 
Lines. (a)4°50 |(b)4-00 |(b)4°00 |(b) 4°00 |(6) 4-00 |(6) 4-00 |(b)4-00 [(b) 4-00 |(c) 4-50 |(c) 4°50 
9. (0) L. Tilbury and | 
Southend... | 1130 | 1075 | 1160 | 128-0 | 154:1 | 180°5 |117°0 | 10671 | 110-0 | 88°00 
(c) Great Centra] ... -_ po e | P pom was _ ro ain 8-00 
10. North British wh 102°7 | 107°9 | 114-7 j 1240 116-4 | 1000 | 91-0 | 80°6 | 76-1 | 58-00 
Dividend, % ...| 410| 405/ 4:05| 3°85| 355] 3:55| 355] 3:55| 3-60] 3-60 
Aver. [Price, % ... ...| 106°32 | 113-87 | 119°56 | 123-80 | 189-16 | 118°36 | 107-78] 95°95| 91°18] 70-30 
sri Fit % ... «| 8.17.1 | 8.11.8] 37.9 | 3.22 | 2.11.0] 8.0.0 | 3.5.7 | 3.14.0] 819.0] 5.2.5 
the Ten] Years’ Purchase 
&e. ... | 259 | 280 | 29°5 | s22 | 89-2 | 38:3 | 80:3 | 26°8 | 25°38 | 19°5 
The dividends are those paid during the year. 
TaBLE II.—(Line B of Diagram). 
Dividends and Mean Prices. BRITISH MUNICIPAL SECURITIES. 
1896. | me. 1906, 1911. 1918. —o 
| | 
1. Metropolitan —_ Consoli- | 
dated (1941) 3% Stock... | 121°75 | 101:37 93°75 89°25 85°50 67:00 
2. Birmingham Corporation | 
(1947) 3% Stock . 114-00 | 100°87 91°87 86°44 79°37 60°50 
3. Bristol Irredeemable 3h x 
i | Stock ... 132°75 | 114:25 | 104-50 97°75 89°56 69-50 
y 4, Cardiff (1935) 83% Stock 122°31 | 106°75 | 101:37 97:00 90°56 75:50 
5. Glasgow  Irredeemable 
34% Stock ... ... ... | 18525 | 118°75 | 107-37 | 102-12 96:00 72:00 
6. Liverpool Irredeemable 
33% Stock se 136°75 | 117-75 | 108-12 | 100°50 93°62 72:00 
7. Manchester Irredeemable 
4% Stoc 151:12 | 18206 | 123-56 | 114°69 | 105-50 79°50 
8. sieueaae (1986) "34% 
Stock 121:37 | 106°50 | 101:25 97°37 94:12 75:00 
9. Nottingham “Trredeem- 
able 83% Stock ... 117:12 | 100°37 90°44 87°87 79°45 61:50 
10. Bradford (1945) 34% Stock 123°25 | 109°31 | 101°75 97°75 93°19 76:00 
Average/Dividend,3-4%. Price | 127°567 | 110: 798 | 102-898 | 97-074] 90-717 | 70-850 
of /Yield, per cent. 2.13.4 | 3.1 3.6.5 3.10.1 | 3.15.0 | 4.16.0 
the Ten|Years’ Purchase 87°5 32: 3 301 28°5 26°7 20°8 






































Dividends and Mean Prices. 


TaBLE III.—(Line C of Diagram). 
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BRITISH RAILWAY ORDINARY STOCKS. 
















1896. 1901. 1906. 1911. 1913. ae 

1. Caledonian ... wef seuss |tenen |11000 | onze | sete 49-00 
2. Great Eastern wf ones |necen | Goe> | seem | ceee | Oe 
&. Great Western ... wf ripas |108 [1949 Jiseat juan | 9080 
4. Tancashiro&Yorksizef spas |xiver |soeas | ovis | eras | oreo 
5. L. and North Western{ sores [tapas | taren |icrte lastes | osee 
6. L. and South Western{ ooras |19600 ssp-00 | 141-87 || 117-81 @3'60 
7. L. Brighton & Se’ Coast { sepe0 | 14800 [18869 |11s0 | 10608 | 1600 
8. North Hast.“ Consols”{/ 10858 | 160-95 | 14094 isyer |19598 | 10895 
9. North Staffordshire .. “ sagas |s00se |sorts | sean | cane | 860 
10. Taft Vale seco | 7180 | 762 | 7600 | Teen | 54-00 
Average (Dividend, per cent.) 5°235| 4:185| 4872) 5°097| 4936] 4°724 
of the | Price ,» | 154-762 | 181-089 | 119-797 | 107:910| 96:348| 72-475 
Ten } Yield . 3.7.8 | 3.3.10 | 4.14 | 4.146| 5.2.6 | 6.10.4 

Years’ purchase 29°6 31:3 24°6 21:2 19°5 158 
































The dividends are those paid during the year. 


TaBLE IV.—(Line D of Diagram). 


Dividends and Mean Prices. 


FOREIGN AND COLONIAL RAILWAY 




















OBLIGATIONS. : 

1896. 1901. 1906. 1911. 1913. cn 

1. Northern of France 3% | 3-0 3-0 
Obligations ... 950 | 911 | gia | 84-1 i{ aa) aa 

2. Grand Russian (Nicolai 4:0 4:0 
4% Bonds... 990 | 971 | 765 | 891 |{ goa! 655 

3. ae ont 44%) (a) (a) (a) (a) b) (b) 4:0 
old Bonds... 4:0 : 

(d) Pennsylvania 4% Con. 1130/1116 | 1048 | 1041 {' 97°6 | 1050 

Mort. Bonds ... 

4. Chic. Mil. and St. Paul 40 4-0 
4% Gen. Mort. Bonds | 95-2 [115-0 |111-9 | 104-1 { 98-1 | 98-0 

5. Buenos Ayres Gt. Southn. 40 4:0 
4% Deb. Stock 1195 [1110 |1062 |1022 |{ g74| 75.0 

6. Cenixal ee 4% 40 4:0 
Deb. Stock . 1101 1029 |1055 |1014 [f 66] 40 

7. Mexican Railway 6% \ 0 "60 
Perp. Deb, Stock... ist. [1827 [1440 [1996 [{ yo55| 59:5 

8. Nitrate Railways 5% 5-0 5-0 
1st Mort. Bonds .. 88°6 977 105°2 105-2 : ' 

9. Canadian Pacific 4 i ‘Con. { = ag 
Deb. Stock ... 1052 [1101 |1109 /1044 |{ 999 | 79.0 

10. Atlantic and St. Law- 6-0 60 
rence 6% Shares .. 1525 | 160 [157-7 | 150-1 { 1880 | 1068 

4-40 4°40 

bovis Dividend, 4:45%. Price| 110-92 | 112-97 | 111°38 | 108-43 { 102°39| 82°25 
the [ Yield, per cent. 4.0.8- | 8.18.9 | 3.19.11) 4.21 | 4.5.11 | 5.7.0 
Ten J Years’ Purchase 24°9 25°4 25°0 24°4 23°2 187 
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TaBLE V.—(Line E of Diagram). 


Dividends and Mean Prices. FOREIGN AND COLONIAL RAILWAY 
ORDINARY STOCKS AND SHARES. 


























1916, 
1896. 1901. 1906. 1911, 1913. Dee. 81. 

1. Canadian Pacifi 2-00 5 6:50 | 10:00 | 10:00 | 10-00 
asaeamintininaied vf 58°06 | 104-50 | 184-94 | 227-69 | 288-00 | 174-00 
2. Chicago, Milwaukee 4-00 6:00 | 7-00 7:00 5:00 5:00 
and St. Paul... 72:37 | 71:31 | 178-50 | 122-94 | 109-62 | 96-00 
3. Illinois Central {| ow 6-00 | = _— = = 
, “+ ++] 98-69 | 14881 | 179-81 | 143-44 | 119-50 | 111-00 
7 New Fork ventral +1! 96-06 | 160°50 | 145:12 | 111-50 | 103-00 | 108-00 
5. P Saat 500 | 600 | 650 | 600 | 600 | 6-00 
oe wn 116-12 | 154-25 | 189-12 | 128-87 | 11837 | 119-00 
6. Buenos Ayres Great 5°50 700 ; 7:00 7:00 7:00 4:50 
Southern... ... ...\|180°12 | 187°75 | 183-69 | 121:37 | 119°50 yi 

600 | 600 | 700 | 750 | 7-00 ' 

7. Buenos Ayres Western { 12062 | 10469 | 181-12 | 128-37 |119°00 | 80-00 
, 250 | 375 | 600 | 600 | 600 | 4-00 
8. Central Argentine | 64:25 65°87 | 115°87 | 107°44 | 106:19 66-00 

9. (a) Rio Claro Sao 
Paulo ... ...J| 1400 | 14:00 | 14:00 | 13:50 | 600 | 0-00 
(5) Great Western of)}| (a) (a) (a) (a) (b) (d) 
Brazil ... ... | 28187 | 244-68 | 262-50 a 99-06 ‘00 
4: \f| 14:00 | 10-00 | 12:00 ‘00 | 14:00 | 1 

10, San Paulo (Brazilian){ | 195-69 | 151-50 | 907-19 | 209°56 | 248-00 | 174-00 
Aver- (Dividend, per cent. 6:200} 6875} 7825} 8200; 7:200| 5°88 
age of | Price E 117-878 | 148-886 | 167-786 | 155-818 | 187-524 | 105-45 
the } Yield ss 5.5.2 | 4.15.6 | 4.18.3 | 5.5.3 | 5.4.8 | 5.11.7 
Ten \Years’ Purchase .. 19:0 20:9 21°4 | 19:0 19:3, | 19 

‘ 











The dividends are those paid in the year. 
1 10 per cent. free of income tax. 


The depreciation, therefore, of British railway debenture stocks 
since 1896 is much greater than that of the corresponding foreign 
and colonial investments, and the gradients continue steeper. 
‘When, however, the yield of British railway ordinary stocks 
(line C) is compared with that of similar foreign and colonial 
ordinary stocks (line E) the changes are even more remarkable ; 
for whereas in 1896 the respective yields were £3 7s. 8d. and 
£5 5s. 2d., they are now £6 10s. 4d. and £5 11s. 7d., showing 
that the preference, formerly very great, for British railway 
ordinaries has entirely disappeared, and that the positions are 
reversed. During the past three years the dividends of the British 
stocks have been steadier than those of the foreign and colonial 
stocks. The latter have fallen from 72 per cent. to 5°88 per cent., 
against a fall of the former from 4°936 per cent. to 4°724 per cent. 
only. Thus the depreciation of the British stocks, measured in 
years’ purchase of dividends, is far greater than, while that of the 
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SOME BRITISH HOME INVESTMENTS COMPARED WITH SOME SIMILAR FOREIGN AND COLONIAL INVESTMENTS. 
Average Mean Annual Prices (reduced to number of years’ purchase of Dividends) ; see tables on pp. 188-190. 

































































oe a Number 
of Years’ s 3 3 4 2 =} ‘2 of Years’ 
ae @ = @ 3 % 8 & & & eae 7 ° 
eo 1 ¥ Lf bd ' ' hil ¥ AJ ¥ Ly s , ‘ As Ld , v LJ iJ . . . an ‘ + . ¥ ~ . . ¥ ¥ a — 
RUSSO THE 
39 Exeept whero otherwise stated each line represents BOIER JAPANESE GREAT 1° 
98 ten eeparate stocks, WAR WAR , 438 
e The dividends are those paid during the year. ts ——f WAR 
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corresponding foreign and colonial stocks is not so great as, the 
diminution of the dividends. The prices are those of the London 
Stock Exchange, so that a high Bank-rate and heavier income- 
tax affect both sets of securities in the same way. 

Why, then, are all the British home investments so much 
more seriously depressed than the others? 

This is the same problem as the writer had to deal with in 
his previous articles, and it remains the same to-day as it was 
before the war. We have not only to deal with a very large 
adverse movement of standard British home investments, such 
as an investor in 1896, who aimed at security rather than high 
yield, would have been likely to buy, but with a movement in 
which, generally speaking, similar foreign and colonial invest- 
ments do not equally share. 

As it stands, the picture has become still more alarming to all 
present and prospective investors, and particularly disconcerting 
to the actual holders of these and similar British investments 
who acquired them at the prices of twenty, or even ten, years 
back. 

While the war has not altered the problem, it has, however, 
brought into great prominence facts which not only help to 
explain the depreciation, but also hold out promise of a better 
state of things. An article in the Times Financial Supplement 
of January 5th, 1914, compares the pre-war national output of the 
United Kingdom with that of the United States, and reports Mr. 
A. W. Flux, M.A., F.S.S., the Director of the Census of Produc- 
tion, as having shown that, on the broadest statistical basis, “the 
production per head in the United States was roughly double that 
shown by the census for the United Kingdom.” This statement, 
the accuracy of which cannot be doubted, has an all-important 
bearing upon the problem, and has not received from the present 
writer in his former articles the attention which it merits. 

The first of these articles presented a prima facie case for 
holding that our industries were exposed to exceptional com- 
petition, and that the exceptional decline in the value of our 
home investments (demonstrated by the accompanying diagram) 
might be very largely due to that competition. The second 
article, after examining what other writers had to say about the 
first without finding any valid reason for altering it, adduced 
fresh evidence in support of the existence of exceptional competi- 
tion. The third article found another cause at work, which was 
depressing alike home, foreign, and colonial stock markets, but 
which did not in any way weaken the evidence that exceptional 
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competition existed in this country. Indeed, the argument was 
strengthened by following up that evidence. 

The effect of Mr. Flux’s statement upon this argument has 
now to be considered. He tells us that before the war the output 
per head of those employed in our industries was only half 
(roughly) that of the United States in theirs. To enable us to 
grasp the effect of this state of things upon the exceptional com- 
petition in this country, which has been regarded as a main cause 
of the depreciation for which an explanation is sought, very little 
consideration is needed. A low output increases cost of produc- 
tion in more ways than one. It entails larger premises, more 
machinery, and more supervision, in addition to greater numbers 
of workers. The larger premises and more machinery require 
more capital and involve higher rates and taxes. More super- 
vision and greater numbers of workpeople involve extra wages. 
Raw materials and fuel, too, may be made more costly, in the 
same way, in proportion to the restrictions upon output affecting 
them, and the larger premises and more machinery likewise cost 
more if the industries producing them are in the same toils. All 
this additional burden—interest, wear and tear, rates and taxes, 
wages, and cost of raw materials and fuel—enhances cost of pro- 
duction. The selling price of the product must be increased 
correspondingly. The industry concerned is thus handicapped 
when in open competition with other similar enterprises, however 
geographically distant, which enjoy better conditions. 

When, therefore, the Director of the Census of Production 
tells us that on the broadest statistical basis our pre-war produc- 
tion per head of those employed in our industries was only half 
that of the United States, it surely follows that our industries were 
hopelessly handicapped, and that our standing as regards com- 
petition was exceptionally bad. The argument of the previous 
articles based upon competition is thus immeasurably strengthened. 
Protective duties, subsidies, and bounties abroad may have borne 
heavily upon our home industries, but the self-inflicted policy of 
restriction of output was probably an even heavier burden for 
them to carry. 

At this distance of time a word may be needed to establish 
the connection between burdened industries and depreciation of 
investments. In the previous articles all the causes to which 
that depreciation has been attributed were carefully examined 
and the conclusion was reached that “exceptional industrial com- 
petition, the growth of taxation, increased cost of living, and the 


withdrawal of capital from once-favoured home markets make a 
oO 2 
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combination of adverse influences which seem adequate to account 
for the exceptional depreciation of British home investments.” 
Space does not permit a repetition of the reasons for rejecting 
other alleged causes; it must suffice to say here that, on the one 
hand, no one has controverted those reasons, and, on the other, 
that their soundness has been recognised in very competent 
quarters. Mr. Flux having helped us to see more clearly why 
our industries could not compete effectively with rival industries, 
and the war having demonstrated the effect of a low level of 
output upon the nation’s military power and the paramount 
necessity of raising it te render victory in the field possible, it 
should now be easy to see how impossible it was, before the war, 
to expect our investments to maintain their values. Value 
depends on supply and demand, and when (as was the case before 
the war) the main source of demand for investments—industrial 
profit—was in many quarters so grievously burdened; when 
taxation and cost of living were rising at home and higher yields 
were obtainable abroad on securities which were maintaining 
their values, no one need wonder at the pre-war decline of our 
home investments. The war has revived our industries, but its 
cost has drained the stock markets of money, and high-yielding 
Government securities have come into competition with all other 
forms of investment and driven most of them down still further. 

If the war had not told us more, the outlook would have been 
dark indeed. But by the splendid response of the nation to the 
call for more and ever more munitions of war, it has been proved 
that our former low output can be raised, and very quickly raised 
too. 

Our output of munitions is increasing so rapidly that we may 
hope soon to do without outside help. Indeed, we appear to be 
nearing the enviable position of being able (with Canada’s assist- 
ance) to supply the munition needs of our Allies, as well as our 
own, without the other help hitherto required. If we can do this 
while we are maintaining an Army of 5,000,000 men drawn from 
the industries of the Empire—most of whom are from Great 
Britain and Ireland—-we are certainly increasing our output per 
head, and can see that we need never fall short of that of our 
industrial rivals if we. do our best. 

The war has thus brought us an illuminating and encouraging 
demonstration—illuminating because it shows that in wartime 
danger and disaster attend the mistaken policy of a restricted 
output ; encouraging because it proves the remedy to be in our 
own hands. 
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The remedy for our pre-war industrial difficulties, therefore, 
lies ready to our hand, and its successful application awaits only 
the mutual confidence, goodwill, and effort of British employers 
and employees. They are dependent upon one another. Their 
real interests are ‘identical, but false doctrines and unsound 
policies have hitherto tended to keep them apart, with the not 
surprising result that legislative effort has failed to bring them 
together. If they will only come together in a spirit of mutual 
confidence and understanding, they have it in their power to 
organise the future industry of the country on the basis of an 
unrestricted output with due and proper wages, and to command 
such legislation as shall secure them access to the markets of 
the world. The resources of the Empire are ample and the 
after-war needs of the world will be great. Industrial prosperity 
will attend a wise industrial peace at home, for, with an abundant 
demand for what we produce, our competitors, who were already 
working at full power before the war, will not be able to increase 
their peace output as we shall. 

Our home investment markets, mainly dependent as they are 
on a supply of surplus capital which industry alone is capable 
of maintaining, will respond to any increase of industrial pros- 
perity ; and as those markets recover from the depression of the 
past twenty years they will, in their turn, enable industry to 
obtain, on less onerous terms, the capital without which it 
cannot live. 

We are thus led to the conclusion that the exceptional deprecia- 
tion of British home investments,.with which these articles have 
been dealing, has been traced to its causes, the chief of which 
is exceptional industrial restriction of output. Industry cannot 
thrive while output is restricted as it has been in this country. 
The census of production explains the comparative decline of 
British industry, of which, before the war, the statistician was 
always telling us. The remedy, too, has become plain. 

Mr. Lloyd George, the Premier of Great Britain and Ireland, 
has summed up the position very ably. Speaking at the Guildhall 
on January 11th he said :— 


‘‘ Before the war we had a good many shortcomings in our business, 
our commerce, and our industry. The war is setting them all right in the 
most marvellous way. You ask great business men like my friend Lord 
Pirrie, whom I see there in the corner, what is going on in the factories 
throughout Great Britain and Ireland. Old machinery scrapped, the 
newest and best set up; slipshod, wasteful methods also scrapped, hampering 
customs discontinued; millions brought into the labour market to help to 
produce who before were mere consumers. . . . We are a different people.” 
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On February 23rd, however, in the House of Commons, when 
dealing with the shortage of tonnage of our mercantile marine 
and the urgent need of shipbuilding, he said :— 

‘*T am convinced, after a great deal of examination of the problem, and 
hearing what has been said by both employers and working men, that the 
output can be very considerably increased by an alteration of methods.”’ 

So that restriction of output of what is of vital importance 
and of urgent need, though reduced and we may hope dying, 
has not ceased to exist even in this hour of the Empire’s greatest 
danger. 

Is further evidence as to the nature and solution of our 
problem needed? I hardly think so. Though my diagram is 
both alarming and disconcerting, and the industrial position not 
free from anxiety, signs, as we have seen, are not wanting of a 
kind calculated not only to reduce alarm, but to inspire hope. 
The facts shortly dealt with in this article show that if our indus- 
tries adopt, and continue, the unselfish policy of the highest pos- 
sible output per head—which, we may believe, will bring us the 
reward of ultimate victory in this awful war—we may confidently 
look forward to a time of prosperity after the war in which every 
person in the Empire will share, however high or low his lot. 
The lines in this diagram which, mainly under the malign 
influence of restricted output, have been falling so ominously since 
1896, will then begin to rise again, and, as industrial prosperity 
increases, helped as it will be by lower rates of interest, we may 
reasonably expect to see them regain much of the ground lost 


during the past twenty years. 
A STOCKBROKER 


February, 1917. 

















INDUSTRIAL IRELAND UNDER FREE TRADE.! 


WHEN Ireland, by a determined effort, obtained “Free Trade” 
in 1779, this term meant far more than freedom-from-tariff duties, 
which is the meaning it has to-day. What the British Acts 
(20 Geo. III., c. 6, 10, 18) then passed did was to grant to Ireland 
freedom-to-trade where her trade had long been prohibited, pro- 
vided the Irish Parliament imposed duties at Irish ports equal 
to those paid in this trade in British ports. Thus, as in Mr. 
Lecky’s description :—“The Acts which prohibited the Irish from 
exporting their woollen manufactures and their glass were wholly 
repealed, and the great trade of the colonies was freely thrown 
open to them. It was enacted that all goods that might be legally 
imported from the British settlements in America and Africa 
to Great Britain might be in like manner imported directly from 
these settlements into Treland, and that all goods which might be 
legally exported from Great Britain into those settlements might 
in like manner be exported from Ireland, on the sole condition 
that duties equal to those paid in British ports were imposed by 
the Irish Parliament on the imports and exports of Ireland. The 
Acts which prohibited carrying gold and silver coin into Ireland 
were repealed. The Irish were allowed to import foreign hops, 
and to receive a drawback on the duty on British hops. They 
were allowed to become members of the Turkey Company, and to 
carry on a direct trade between Ireland and the Levant Sea.” 
(Lecky’s Ireland, ii.,242). This was, indeed, a great boon of new 
freedom for Irish trade; but it was not complete freedom—as we 
shall see. 

The epoch of 1779 is, therefore, irrelevant to any argument 
about the effects of tariffs on trade, whether stimulating or 
depressing. But it is important as the first step in the direction 
towards equal trade relations between Great Britain and Ireland ; 
and Lord North, when asking the English Parliament to pass 


1 Read before the Statistical and Social Inquiry Society of Ireland, January 
19th, 1917. 
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these measures, maintained strongly the novel proposition “that 
the prosperity of Ireland must ultimately prove a blessing to 
England.” 

What is difficult for us, in this twentieth century, to realise 
about this epoch of 1779 is that English manufacturers were then 
afraid of Irish competition, feeling convinced that they would be 
ruined unless-they were protected against Ireland. It was the 
poverty of Ireland which made her seem so formidable a rival : 
for the cheapness of living, the low wages supposed to be paid,? 
and the small taxation then imposed in Ireland were real advan- 
tages at a period when manufacturing had not yet been trans- 
formed by machinery. However, it was stupid to suppose that 
any advantages that Irish manufacturers could have derived from 
Irish poverty would have served to counterbalance the advantages 
that the English manufacturers must even then have had through 
their large capital, extended credit, and established skill and repu- 
tation. That form of stupidity springs very often from the 
enjoyment of monopoly. 

The Acts of 1779-80 were, of course, an unmixed blessing to 
Ireland. “Thus fell to the ground that great system of commer- 
cial restriction which began under Charles II., which under 
William IIT. acquired a crushing severity, and which had received 
several additional clauses in the succeeding reigns. The measures 
of Lord North, though obviously due in a great measure to intimi- 
dation and extreme necessity, were at least largely, wisely, and 
generously conceived, and they were the main sources of what- 
ever material prosperity Ireland enjoyed during the next twenty 
years.” (Lecky, loc. cit.) All the same, 1779 did not give Ire- 
land complete freedom-to-trade : “Ireland has not as yet any real 
equality of trade with Great Britain.” Miss Murray gives details 


as follows :— 
“No British goods were prohibited from being brought into 
Treland, and on none were heavy duties placed. . . . With very 


few exceptions, Ireland at this time imposed a 10 per cent. duty 
on all articles imported, and a 5 per cent. on all articles exported. 
The Irish Parliament still regarded the customs as a means of 
raising revenue, not of affording protection. Very different was 
the treatment which Ireland received at the hands of Great 


1 As a fact, it was only very inferior labour which was cheap in Ireland 
at this time. Superior artisan labour was as dear there as in England. Miss 
Murray (Commercial Relations, p. 248) refers, on this point, to Crumpe’s ‘‘ Essay 
upon the Best Means of Providing Employment for the Poor,” pp. 187-8 (Dublin, 
1793). And there are other authorities to the same effect. The low taxation 
was a juster objection. ; 
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Britain. Many Irish goods were prohibited by law from being 
brought into Great Britain at all: these were wrought silks, silk 
stockings, silk gloves and mittens, leather gloves, lace, fringe, and 
embroidery, and copper and brass work. At the same time, the 
importation from Ireland of the following articles was practically 
prohibited by the imposition of extremely heavy duties varying 
from 30 to 60 per cent. : .all kinds of woollen cloth, all kinds of 
stuffs mixed with wool, refined sugars, beer, hops, all cotton 
manufactures, manufactures of linen and cotton mixed, printed 
linens, cotton stockings, thread stockings, leather manufactures, 
tallow candles, starch, and soap. The consequence was that the 
British markets were practically shut against all Irish goods, 
except provisions and plain linen cloth, which were admitted duty 
free. . . . Besides being shut out from the British markets, the 
Trish merchant, although he could now trade directly with the 
plantations, was not allowed to export plantation produce to Great 
Britain.” (This was due to a particular interpretation put upon 
the Navigation Acts: Lecky, ii., p. 432)... . “Ireland was also 
not allowed to trade directly with the territories included in the 
East India Company’s charter, but had to take all. East Indian, 
Persian, and Chinese goods through the medium of Great Britain. 
Trish subjects, too, were not allowed to trade with the territories 
between the Cape of Good Hope and the Straits of Magellan, like 
British subjects.” (This meant India, Australasia, and the 
Pacific; see Commercial Relations, pp. 228-30.) 

Seeing how much people are misled by words without ascer- 
taining what the words stand for, it was advisable for me to 
establish that the “Free Trade” won by Ireland in 1779 was 
very different in kind from that freedom-from-tariffs that we 
understand to-day by the term “free trade.” ‘The material pro- 
gress made by Ireland during the twenty years of Grattan’s Parlia- 
ment would have been impossible without the “‘freedom-to-trade ” 
that was won in 1779. But “free trade,” in the modern sense, 
did not exist as between Great Britain and Ireland until 1824, 
when Mr. Huskisson’s measures abolished customs on the Cross- 
Channel traffic. 

Accordingly we may regard the years between 1779 and 1824 
as a transition-period. The freedom-to-trade of 1779 had to be 
made secure: it was granted by Acts of the British Parliament, 
and that Parliament might repeal what it had done. Hence 
security depended upon breaking the power of the British Parlia- 
ment to legislate about Irish commerce. This was done by two 
British Acts : one of 1782, which repealed the ‘‘ Declaratory Act,” 
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6 Geo. I., and another of 1783, which “renounced ” all legislative 
and judicial supremacy over Ireland. From this time until the 
Union, England ceased to have power over Irish commerce; and 
Ireland was able, if she wanted, to prohibit English goods from 
her ports, or at least to impose very heavy duties on them. Why 
did not the Irish Parliament then raise the Irish duties against 
British goods to at least equal the British duties against Irish 
goods? The matter was debated, in a full-dress debate in the 
Irish House of Commons in April, 1784, and the House decided 
by 123 to 37 votes that Ireland would be safer under a free trade 
policy. This decision (on a proposal to protect the woollen indus- 
try) is very remarkable. It was produced partly by fear that 
England might have retaliated by refusing to import Irish linens ; 
partly it was the result of an enlightened expediency, since Foster 
and others proved (by an exposition of free trade principles that 
could not have been surpassed by Adam Smith himself) that pro- 
tective duties would “only serve to irritate England without doing 
any good to Ireland.” The Irish statesmen at this time, there- 
fore, made use of bounties for the development of trade, and deli- 
berately refrained from a policy of protective tariffs (see, for 
several instances, Lecky, ii., pp. 383-7). 

Foster’s Corn Law of 1784 and Pitt’s Commercial Proposi- 
tions of 1785 are the next events of importance in regard to Irish 
economics. At this time the imports from England were under 
one million, while the exports to England were above two millions 
and a half. Consequently, a proposal for complete equality of 
trade between England and Ireland was a much greater boon to . 
the latter than to the former : but Ireland was to purchase it by 
paying a fixed contribution in time of peace and war to the 
general defence of the Empire. That was Pitt’s idea, and it was 
one acceptable to Irish statesmen. The Commercial Propositions 
failed, because the English merchants would not have free trade 
with Ireland, and because the English Parliament wanted to 
recover its power to legislate for the commerce of both countries, 
thereby infringing upon the independence of the Irish Parliament. 
Mr. Lecky, in his comments upon the whole fiasco of 1785, has a 
remarkable passage showing that “economical opinion at this time 
was more enlightened in Ireland than in England”; it was so 
mainly because the whole course of Irish history had tended to 
exhibit the benefits of a free trade policy, whereas the course of 
English history had tended to develop a strong bias towards mono- 
poly. From that date on to the Union, “Ireland as a distinct 
country continued to legislate independently for her commerce, 


a 
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and her Parliament did not show the faintest disposition to inter- 
fere with English commercial interests.” In the words of Lord 
Westmorland, who was Lord Lieutenant in 1790—“ No restraint 
or duty has been laid upon British produce or manufacture to 
prejudice the sale in this country, or to grasp at any advantage 
to articles of Irish manufacture, nor has any incumbrance, by 
duty or otherwise, been Jaid on materials of manufacture in the 
raw or middle state, upon their exportation to Great Britain. At 
the same time, in everything wherein this country could concur 
in strengthening and securing the navigation and commerce of the 
Empire, the Government has found the greatest readiness and 
facility” (Lecky, il., pp. 448, 458). 

So we pass on to the Parliamentary Union of 1801. It did not 
establish free trade between the two countries, but it gave Ireland 
equality. After 1779, no progress had been made in this direction 
until 1793, when “the right of Ireland to participate in the East 
India trade was now fully acknowledged ; the Irish Parliament 
agreed to recognise the monopoly of the East India Company, 
and when the charter of that Company was renewed for twenty 
years, provisions were made which substantially, though with 
some restrictions, removed the grievance of exclusion of which 
Trish statesmen had hitherto complained. The East India Com- 
pany undertook that a ship of 800 tons burden should sail annually 
from Cork to India for the purpose of carrying Irish goods” 
(Lecky, iii., p. 187). At this same time, in 1793, Grattan asked 
for another attempt to be made to settle the commercial relations 
of England and Ireland on a basis of perfect reciprocity, what 
had failed to be done in 1785. There were outstanding instances 
where Irish goods (mostly textiles) were not admitted to Great 
Britain on fair terms: “England still maintained her woollen 
monopoly by imposing a prohibitory duty of £2 Os. 6d. per yard 
on one class of woollen goods imported from Ireland, and of 
6s. per yard on another class, while the corresponding duties 
imposed on these goods when imported from England into Ireland 
were only 53d. and 14d. per yard. Irish printed linens were 
subject in England to an import duty of 65 per cent., while the 
corresponding duty in Ireland was only 10 per cent. Cotton goods 
paid an import duty in England of 30 per cent., in Ireland only 
10 per cent.’’? Grattan wanted all such inequalities removed, lest 
a war of hostile tariffs should arise to estrange the two countries. 


1 Mr. Lecky (iii., pp. 187-8) uses “‘ round figures’ in this paragraph ; for the 
actual figures, see Miss Murray, p. 230. Thus “65 per cent.” is actually 
£65 10s. 10d. per £100 value; and so on. 








202 THE ECONOMIC JOURNAL [JUNE 


But the Government declined to reopen a question that was so 
likely to meet with great opposition in England. 

The commercial clauses of the Act of Union are contained in 
Article VI., which is one not easy to summarise, though less 
complicated than are the financial clauses contained in Article VII. 
The equality established between British and Irish commerce 
may be sufficiently gathered, perhaps, from the following epitome, 
viz. :— 


(1) Exports from one country to the other were to be free of 
all duty, prohibitions, or bounties whatever : corn, meal, 
flour, and biscuits only excepted. 

(2) Imports likewise were to be free of all duty, except for 
those articles specially enumerated, for which specified 
import duties were stated, viz. :— 

(a) Ten per cent. ad valorem duties (lasting for twenty 
years) were fixed for eighteen articles, named in a 
Schedule: ‘‘Cotton, other than calicoes and muslins,” 
being one of these eighteen. 

(b) “Calicoes and muslins” imported were, for eight 
years, to pay the full existing Irish protection-duty (65 per 
cent. roughly); then, for another eight years, this duty 
would fall by equal steps, until in the sixteenth year it 
became 10 per cent., at which it would stand till the 
twentieth year after the Union. The same applied also 
to “cotton yarn and twist,” except that by the sixteenth 
year the duty would be reduced to zero. 

(c) Woollen manufactures, imported into either coun- 
try, were to pay (for twenty years) the existing Irish 
importation duty. (53d. per yard on “Old Drapery,” and 
about 14d. per yard “New Drapery.’’) 

(d) Salt, Hops, and Coal were not (for twenty years) 
to pay when imported jnto Ireland a duty exceeding the 
existing Irish importation duties on these raw materials. 

(3) When any article was paying in either country an excise 
(or internal) tax, then if that article were imported from 
the other country it must pay a countervailing import 
duty of equal amount to the said excise tax. And when 
leaving the said “other country,” it could claim a draw- 
back equal to this countervailing duty so taken. Power 
was reserved for tlte United Parliament to vary the excise 
taxation, and consequential countervailing duties, of either 
country, in the manner provided by the financial clauses 
of Article VII. 
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(4) As regards imports and exports in trade with foreign or 
colonial countries, each country was to be treated alike, 
whether they traded directly or traded through the other 
country’s ports. 


The text of the Act of Union can be consulted to confirm the 
essential accuracy of this short summary (see Plowden’s Histori- 
cal View, Appendix). It shows how nearly the arrangements for 
equal trade laid down by the terms of the Union approached to 
an absolute “free trade” between Ireland and Great Britain. 
The post-Union duties, of only 10 per cent. for the most part, 
were to guarantee the “protection” of the existing Irish tariff 
for a period of twenty years after the Union; and, for the same 
period, Ireland was guaranteed that she would get all the salt, 
hops, and coal she required (being raw materials for important 
Irish industries) at a tariff-charge “not exceeding” what she was 
already paying. The tariff could not be raised on these things, 
but it might be lowered; so Miss Murray is not justified in a 
criticism she makes, where she says: “Hops, salt and coal were 
for ever to continue subject to the present duties on importation 
into Ireland” (Commercial Relations, p. 334). She is right, 
however, in another criticism, viz.: ‘‘None of the commercial 
terms of the Union gave any preference to Irish goods over foreign 
as the Commercial Propositions (1785) had done, and so even 
Irish linens were to have no security against the rivalry of foreign 
linens in the British markets” (id., p. 335). It was, however, 
important that there could be no prohibition in the future to 
prevent Ireland from obtaining the use of British wool, and 
woollen or worsted yarns, and British coal; also that England 
could no longer give bounties on the exportation of her goods to 
Treland. 

There can be but small difference of opinion that the effects of 
‘the Union were, at the time, most injurious to Irish industry, 
while being most stimulating to Irish agriculture. And the inter- 
pretation usually offered is that the “infant” industries of Ireland 
were left without protection, so they shrivelled up before the com- 
petition of the old-established English industries. Thus, Miss 
Murray, as if the thing were obvious, writes : “Free trade under 
certain conditions cannot be an advantage. It could not be an 
advantage to a poor country like Ireland, in which industries 
were in their infancy, and which existed side by side in the 
closest commercial intercourse with a rich country where indus- 
tries had long flourished” (Commercial Relations, pp. 337, 351). 
Now, personally, I do not find this sort of thing helpful in under- 
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standing what was happening to Irish industries at this epoch. 
The commercial clauses of the Union were almost identical with 
those Commercial Propositions which Irish statesmen had ardently 
desired to have carried in 1785, and again in 1793: provided only 
the independent constitution of Ireland were preserved intact. 
We have seen that, prior to the Industrial Revolution which 
applied machinery to manufacturing, it was English manufac- 
turers who had required protection against Irish competition, and 
not the other way round. The Irish industries were, at this time, 
not infants ; but they were old-fashioned hand-work affairs, which 
became obsolete when there arrived the new “infants” of that 
time, the machine-made textile industries born of the “New 
Inventions.” Miss Murray writes (id., p. 347): “It was difficult, 
if not impossible, for a small Irish manufacturer with little capital 
to erect the new expensive machinery which British capitalists 
were beginning to use, and which was resulting in such a cheapen- 
ing of production. As the era of the development of mechanism 
advanced, Irish manufacturers, more especially the woollen manu- 
facturers, found that they had not the material resources neces- 
sary to meet it, and the ruin of the woollen industry was more 
complete than that which had resulted from the repressive legis- 
lation of nearly a century and a half.” This seems so obvious, if 
one only stops thinking! But in all this she is allowing a theory 
to blind her vision ; for the historical facts of the time contradict 
what she asserts. ‘The rapid rise of the new cotton manufacture 
in Ireland at this time—she says herself, “for the first quarter 
of the nineteenth century the cotton manufacture bid fair to 
become the staple industry of Ireland” (id., p. 349)—means that 
plenty of capital was available for there providing the “new 
expensive machinery.” And again, when the wet-spinning process 
made machine-methods applicable to the spinning of flax yarns, 
there was plenty of capital available for erecting the linen factories 
of the new time after 1828. As for the decay of the Irish woollen 
industry after the Union, that will not be understood by any 
person who does not know the technical distinction between 
“woollen” and “worsted.” These became two quite distinct 
industries once machinery was applied to their manufacture, and 
they required quite different kinds of wool. The Irish-grown 
wool is now quite unsuitable for the woollen machine-processes : 
it is a worsted wool. But the worsted yarn processes are far more 
elaborately machined than the comparatively very simple processes 
of the woollen yarn manufacture ; for example, it involves the use 
of machine-combing, the highly-ingenious machinery for which 
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is so monopolised, by patents, that the world’s business of spin- 
ning worsted yarn has to-day become located inside one small area 
in south-west Yorkshire. After this great technical change, the 
woollen industry of Ireland had to depend for its raw material 
on imported wools, and the native wool of Ireland is exported. 
My own view is that free trade had little or nothing to do 
with the industrial decay which followed the Union in Ireland. 
We must assume this detay as a matter of fact, though it was 
probably more in evidence in the city of Dublin, and the decay 
of the inland country towns came much later.! No one then 
understood the economic needs of Ireland better than Mr. John 
Foster, Speaker of the Irish House of Commons; and his famous 
speeches against the Union indicate nothing of the dangers of 
free trade. Speaking on February 17th, 1800, he said: “Can 
those who now hear me deny that since the period of 1782 this 
country has risen in civilisation, wealth, and manufacture, until 
interrupted by-the present war, in a greater proportion and with 
a@ more rapid progress than any other country in Europe, and 
much more than it ever did itself in a like period before? And to 
what has this improvement been owing, but the spirit, the con- 
tent and enterprise which a free Constitution inspired? To 
depress which spirit, and to take away which Constitution, are 
the objects of the present measure” (Lecky, v., p. 389). Now 
the two passages which I have put in italics in this quotation hint 
at a great part of the explanation we are looking for. The time 
was most unfortunate for such a change in the constitution of 
Trish government. Those who have studied the social evils which 
grew up among the masses of the English people during the long 
continuance of the French Revolution and Napoleonic Wars will 
find there a state of things which we cannot rightly suppose that 
Ireland would have wholly escaped, whether Union or no Union. 
On the top of the impoverishment due to the Great War, we must 
heap the far-reaching transformations of the Industrial Revolu- 
tion, which was now rendering obsolete the hand-spinning employ- 
ment that had kept the country districts of Ireland at work 
supplying yarn for the looms of England as well as of Ireland. 
The rise of spinning factories was sucking into the towns (along 
the coast, or located on the coal-fields) the old industrial life of 
1 The Rural Population (i.e., outside towns of 2,000 inhabitants) was 7,039,659 
at Census of 1841, but only 2,919,624 in 1911. For an area of 32,000 square 
miles the former means 220 persons to the square mile, the latter only 91 persons 
to the square mile. Now this evacuation of the rural districts caused (I suggest) 
the decay of the inland country towns; and the main operating cause was 


the effect of free trade on agriculture after 1846. The decay of Dublin, following 
the Union immediately, was due to the loss of the Parliament. 
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the country-side both in England and Ireland. The very factors 
which now enfeebled industry were stimulating agriculture : Eng- 
land had ceased to export corn, and was soon diminishing its own 
corn-growing. The conditions set up in England by the War 
necessitated an increasing importation of corn from Ireland; so 
that “the export trade in cereals to Greaf Britain was the one 
Irish trade which prospered greatly after the Union, and which 
continued to prosper ” for many years even after the repeal of the 
Corn Laws in 1846. Just at this critical time—when enterprise, 
confidence, and hope were needed if the opportunities of the new 
era were to be seized for Ireland’s advantage—came the paralysis 
of the Union ; it took the very heart out of Ireland, and substituted 
the stepmotherly indifference of an alien Assembly for the parental 
care of a native Parliament. 

It is a matter of history that there were three Unions, not one, 
before Ireland was absorbed into the system of the United King- 
dom. In 1800 (by 39 and 40 Geo. III., c. 67) we had the Legis- 
lative Union; in 1816 (by 56 Geo. III., c. 98) we had the Union 
of Treasuries, commonly called the amalgamation of the Ex- 
chequers ; in 1824 (by 4 Geo. IV., c. 72) we had the Customs 
Union—the cross-Channel trade was then reduced by statute to 
the status of a coasting trade, and was made free of all counter- 
vailing duties. I am afraid that few persons realise the outstand- 
ing importance of the year 1824 in Irish economic history. When 
Miss Murray wrote—‘“‘The economic history of Ireland during 
the nineteenth century divides itself naturally into two periods, 
the famine of 1846-7 forming the dividing line”—she was per- 
petuating a very common blindness. It is a matter of fact, how- 
ever, that the year 1824 is the pivotal turning-point in the indus- 
trial history of Ireland. Just see what was happening in that 
year. 

The post-Union protective duties, amounting to about 10 per 
cent. ad valorem, then ceased (by 4 Geo. IV., c. 26, and 5 Geo. 
IV., c. 22), by a descending scale ending in 1830; and free trade 
began between Great Britain and Ireland. In 1824 also a common 
system of weights and measures (by 5, Geo. IV., c. 74) and of 
moneys (by 6 Geo. IV., c. 79), for both countries was adopted. 
More important still, in 1824 regular steam navigation first 
began : viz.—Mr. C. W. Williams then started the City of Dublin 
Steam Packet Company, trading between Dublin and Liverpool, 
and the G. and J. Burns Line started in the same year, trading 
between Belfast and Glasgow. A journey which the sail-packet 
from Chester had taken sometimes a week to perform now became 
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a regular trip of fourteen hours, or less. Then in 1828, the Linen 
Board of 1711—whose operations were so denounced by Arthur 
Young in his Tour in Ireland—came to its final dissolution (by 
9 Geo. IV., c. 62); some of its functions were transferred to the 
Lord Lieutenant for a time, so that the last regulations of the 
linen trade by public authority did not finally lapse until the year 
1842. It was an undesigned coincidence that about the same 
date, 1828, the application of machinery to the wet-spinning of 
flax led to the modern linen factory, and to the concentration in 
and around Belfast, and at a few other centres in Ulster, of an 
industry previously spread widely through the homes of the Irish 
peasants, especially in Connaught. 

During the ninety and odd years since 1824, under the influ- 
ence of free trade conditions, industrial Ireland has undergone 
an economic transformation so complete that it is difficult to 
realise the logical impossibility of comparing the Ireland of to-day 
with the Ireland of fifty or sixty years ago. Certainly few people 
have ever mentally grasped the facts of the prodigious stimulus 
that has been given to the commerce of Ireland by the new free- 
trade era that opened in 1824. Yet it is from that epoch that we 
must date the growth (1) of the modern linen trade ; (2) the Irish 
porter exports ; (3) the large live-stock industry; and (4) a great 
Trish grain trade to Great Britain (a preferential market from 
1823 to 1845), which culminated in 1838, but only began to fall 
away rapidly after 1861, with the advent of the new American 
prairie produce. Later still, in the ’fifties and ’sixties, we have 
had the rise and growth, under free-trade conditions, of the iron 
and steel shipbuilding, of the modern factory woollen industry, 
and of the biscuit manufacture. 

When we try to contrast the Ireland before 1824 with the 
Ireland of to-day, as might be expected we find that Ireland was 
then more self-contained; which necessarily means that it was 
very much poorer. Most of the country people were then clothed 
with home-made materials. The country produced all its own 
breadstuffs, and had a considerable surplus of grain and meal for 
export. The meat exports then formed a victualling trade, chiefly 
of salted provisions, for the live-cattle business only became con- 
siderable after 1egular fast steam communication with Great 
Britain was established. We find in 1824 no importation of 
Indian corn, or of other foodstuffs, such as so largely obtains 
to-day. Among exports, everything was then agricultural, with 
the one big exception of the linen trade, which came to between 
two and a half and three millions sterling in annual value, 1.e., 
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not a sixth of the linen export of to-day, although the article has 
since so much cheapened in price. Moreover, the linen trade 
figures then included, besides yarn, a considerable export of 
“rough ” (i.e., scutched) and “dressed” (i.e., hackled) flax. 

When we turn to the Ireland of to-day, we have to make 
acquaintance with a group of facts which are so new that few 
people are yet aware of them. The ideas still prevalent in the 
minds of the Irish people about Ireland may have come down by 
tradition from some Ireland of the past times (which probably 
never existed); but they are, to a surprising degree, wholly 
inapplicable (because false) to the Ireland of to-day. Modern 
Ireland is a terra incognita to most of the Irish people. It is the 
creation of free trade conditions, and thrives by free trade—yet 
most Irish people blandly believe that it is free trade that has 
“ruined” Ireland, although, in truth, there never was a period 
in the whole history of Ireland when the country was so pros- 
perous; and especially so its manufacturing industries, which 
many of us sarcastically compare with the Irish snakes in being 
conspicuous only by their absence. But all this popular prejudice 
is false, and the true facts are quite otherwise. 

To justify these statements, it is necessary to examine and 
to interpret the statistics of modern Ireland—which is a painful 
operation that rouses an invincible repugnance in most of us. I 
will take at present only the figures for the external trade in 
exports and imports at Irish ports, beginning in 1904, which the 
Department began publishing in 1906. But other lines of con- 
firmatory evidence exist in the Census of Production for 1907, in 
the Decennial Censuses from 1841 downwards, and elsewhere. 

The only analysis that the Department’s statistician gives of 
Irish imports and exports is to group them under three classes : 
(1) Farm produce, food, and drink; (2) raw materials, which 
includes coal; (3) manufactured goods. These three classes are 
indicated by the bracketed numbers in the central column, in the 
following table :— 

From this table we can see that for the single year 1914 
(column B) the exports were valued at 77°31 millions sterling : 
exceeding the imports, valued at 73°66 millions sterling, by a 
considerable excess. But 1914 was an abnormal year by the fact 
that the War was affecting five months, August to December, 
inclusive. It is better, when forming general views about 
Treland’s trade, to confine qur attention to column A, which repre- 
sents (both in millions sterling and by percentages) the average 
conditions for the previous ten years, 1904-13, inclusive. Now, 
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ANALysIS OF IRELAND’s ANNUAL TRADE. 
Column (A)= Average of 10 years, 1904-13 ; Column (B)= Year 1914. 




















Imports. Exports. 
Class 
(B) (A) of (A) (B) 
oe Per Goods. Per 
£ Millions. £ Millions. Cent. £ Millions. Cent. | £ Millions. 

27-26 23-24= 36-8 (1) 34:34=54-5 | 41-61 
10-27 9:46= 15-2 (2) 4-03= 6-4 4-52 
36-13 30-26=— 48-0 (3) 24-65= 39-1 | 31-18 
73-66 62-96= 100-0 Totals 63-02= 100-0 | 77-31 








what does column A tell us about Irish trade? Notice the very 
large tmportation of food and farm produce: they are 36°8 per 
cent. of the Ireland imports. Notice, again, the quite large 
exportation of manufactured goods: they are 39°1 per cent. of 
Treland’s exports. Can we continue to suppose, in the face of 
such facts, that “Ireland is chiefly an agricultural country, with 
few industries worth speaking about”? Moreover, we have to 
mentally grasp what the class “Farm Produce, Food, and Drink” 
here includes—namely, Guinness’s brewery, Jacob’s biscuit 
factory, Gallagher’s tobacco factory, Jameson's whiskey distillery, 
the big bacon curing establishments, etc., all of these being 
highly capitalised industries with elaborate plant and machinery, 
make it quite clear that class (1), “Farm Produce, Food, and 
Drink,” cannot be accepted as representing only agricultural 
exports. If these industrial items were shifted from class (1) to 
class (3), we may easily believe that Ireland’s exports contain at 
least as much from the output of Ireland’s industries as it does 
from the output of Ireland’s agriculture : it only needs a shifting 
of 5 millions worth of value, in a total export of 63 millions 
sterling, to make the two equal. We must draw the conclusion 
already from this simple table that Ireland is NoT a country which 
exports mainly agricultural products and imports mainly manu- 
factured products. That view is radically false of present-day 
Ireland, which is a country that enjoys the good fortune of having 
mixed employments, both mdustrial and agricultural. This con- 
clusion can be confirmed from the independent evidence supplied 
by the Census of Production for the year 1907. 

But we may analyse the figures of Ireland’s trade in a much 
better way for our present purpose than the Department’s statis- 
tician has cared to do. We desire to learn how Ireland lives, 

P 2 








210 THE ECONOMIC JOURNAL [JUNE 
considered as an isolated household. What are the principal 
articles which she is producing for sale to the world? What are 
the principal articles which she requires to purchase? I will here 
answer the first question only ; and, for that purpose, I will take 
the particulars only of the exports, and will arrange them simply 


in order of magnitude by estimated values. 


PRINCIPAL Exports Or IRELAND. 


(Grouped according to distinct employments.) 














— Year 1914. Year 1913. | Year 1912. 

£ £ £ 
1. Linen Trade (3)... 16,031,816 16,009,326 15,839,205 
2. Cattle Trade (6) 14,345,161 15,464,468 8,236,868 
13. Bacon Industry (6) 4,372,096 4,430,061 4,510,367 
14, Butter Trade (4) 4,924,024 3,954,611 4,395,783 
5. Eggs and Poultry (8) .. 4,487,326 4,048,088 4,007,693 
6. Steamships (1) see 6,703,250 3,148,000 3,361,500 
17, Cotton Goods (1) 2,276,174 2,722,350 2,664,984 
8. Woollen Manufacture (10) 2,808,694 2,364,120 2,610,595 
9. Porter and Ale (2)... 2,452,205 2,293,879 2,102,834 
10. Whiskey (1) 1,930,377 2,008,500 1,960,136 
11. Horses (3) 1,431,045 1,703,260 1,627,040 
12. Pig Trade (1) 736,688 1,024,197 1,302,053 
Total of above 62,497,856 59,150,860 52,669,058 
Other Exports 14,813,196 14,735,550 14,512,920 
All Irish Exports seis 77,311,052 73,886,410 67,181,978 

















1 These items are incomplete, being partly exported under other heads, 
such as ‘‘ Parcels Post,” ‘‘ Provisions and Groceries,” ‘“‘ Apparel,”’ etc. 


In this table I have indicated, by the bracketed figure after 
the name of each employment, the number of items in the 
Department’s list of exports, which I have combined to get the 
total for that employment given in the above columns. For 
example, “Linen Trade” covers the three items of flax, linen 
yarns, and linen cloth. It will be observed that the various trades 
or employments, while fluctuating yearly, maintain their relative 
position in the table fairly steadily. Hence we are justified in 
concluding that we have here set out the twelve largest-producing 
employments of modern Ireland. What we learn from the table 
is that eight out of the twelve are capitalised industries using 
elaborate machinery. The four others are live-stock businesses ; 
other agricultural products of Ireland being consumed at home, 
mainly on the farms in producing the live stock. This table 
seems to me conclusive on the point that the industries of Ireland, 
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so far from being negligible in comparison with the agriculture 
of Ireland, are probably producing more wealth than the land of 
Ireland produces under the present system of usage. I have else- 
where summed up the situation in Ireland to-day as follows: 
“There are two Irelands: a rural population of about three 
millions purely agricultural, and a civic population of about one 
and a half millions purely industrial. And these two are producing 
about equal amounts of wealth” (Oxford Survey of British 
Empire, under the article “Treland”). Such is the economy of the 
modern Ireland that came into existence under free-trade condi- 
tions since 1824, and it is a picture of their own country that very 
few Irishmen will recognise. For, as I said, Ireland is a terra 
incognita to the generation that to-day lives in it. 

A system for the “protection ” of industry by tariffs can do no 
more than secure for industry the home market ; when it does so 
for one industry it puts up the expenses against every other 
industry. For every plus there must be a minus; perhaps people 
are protectionists merely because it is generally easier to see one 
plus than a multitude of minuses. But Ireland is a small country, 
and can provide only a small market. The industries of Ireland 
now existing all manufacture for an export trade: there is not 
one of them could live, let alone thrive, if it were restricted to 
the home market. Having to export and to maintain its place in 
a world-market, anything that enhances its expenses of production 
must be most injurious. Because “protection” must do that, 
therefore the term is misleading : under such conditions “ protec- 
tion” does not protect, it enfeebles. 

Just one point more to conclude with. When we examine the 
imports of Ireland and compare these with the exports, we are 
impressed by one broad outstanding feature of our economy—viz. : 
Treland is not self-contained. What we produce we do not con- 
sume, we export it; and what we consume we do not produce, 
we import it. Also it is curious that we find a large number of 
commodities which appear both as imports and exports. Is it 
that there is something inadequately adjusted in the commercial 
arrangements of the country where commodities coming in are met 
and passed by the same commodities going out? It is an economic 
truth that a small country, if it is to be self-contained, must 
remain poor : it can only become wealthy if it is enabled to employ 
the resources of other lands as well as its own—which it can only 
do by developing its foreign trade. We know that the external 
trade of Ireland is enormous in comparison with the size of the 
country. But can we not reflect how doubly injurious tariffs 
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would be under circumstances like these of Ireland? It is enough 
for some thinkers that “protection” plays a great réle in the 
modern world. But it may be noticed that a system of “ protec- 
tion” only becomes endurable when the area enclosed is so large 
as to be nearly self-supporting and when its internal commerce is 
developed by free trade. What would be the United States of 
America to-day if the forty-eight States were protected against 
themselves? What was the state of Germany before a system of 
free trade united all the separate German principalities and king- 
doms within the same zollverein? Is not Russia already so large 
as to be self-sufficing? Have not the British Colonies in Canada, 
in Australia, in South Africa, established an internal free trade for 
themselves according as each of them became unified into one 
large area as a Dominion? But a small country such as Ireland 
cannot afford to be self-contained : therefore, it dare not attempt 
to build up industry by the use of a “protective” tariff—it must 
be free trade. Yet it is supposed that, if a poll were taken, the 
great majority of the Irish people would be found to be Protec- 
tionists. 


C. H. OLDHAM 











ANGLO-RUSSIAN ECONOMIC RELATIONS. 


Nor long ago an Anglo-Russian economic rapprochement was 
preached both in Russia and England only by a limited group of 
individuals and institutions, and notwithstanding the sympathy 
of extensive circles these endeavours attained but modest prac- 
tical results, remaining, on the whole, in the domain of pious 
aspirations. The cause of this undoubtedly temporary failure lies 
probably in the fact that these endeavours were for the most part 
based upon abstract mutual sympathies inadequate to divert into 
a new channel currents created alike by tradition and long-stand- 
ing habits in the commercial relations of both countries. The 
world-war which has broken out in the interim has plainly shown 
that the idea of the pioneers of an Anglo-Russian economic 
rapprochement, besides objects of a purely economic character, 
is acquiring profound political significance. The war has shown 
that German commerce and industry, while pursuing their mate- 
rial ends, had in view not only peaceful eultural work. The 
German commercial traveller was the vanguard and scout of the 
German army, whose task it was at the fateful moment to fortify 
with the sword these new positions and obtain by force a new 
beneficial commercial treaty in order to guarantee to German trade 
and industry for many years ahead favourable conditions for 
further pacific conquest. In view of this, it is perfectly natural 
that until by force or voluntary agreements an end is put to 
German militarism, Russia, for the sake of self-preservation and 
defence, should exert every effort for the elimination of German 
influence upon her internal economic life. It may be anticipated 
that, thanks to the experience gained by Russia in this war, which 
has revealed many shortcomings in her domestic industrial-econo- 
mic organisation, new principles will be introduced into the pro- 
gramme of Russian national husbandry with a view to the preven- 
tion of a false course or errors in this sphere hereafter. As we 
know, the war has revealed the hitherto unsuspected importance 
of industry in the task of imperial defence, while it has estab- 
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lished that the machinery and appliances of German industry, 
which in peace time served for the satisfaction of the cultural 
demands of the Russian consumer, at the moment when the war 
began were converted into means for the annihilation of the might 
and resistance of the Russian army. It is quite natural, there- 
fore, that the future economic programme of Russia should allot 
exceptional attention to the development of existing industry and 
the planting of new forms thereof, protecting particularly those 
branches which are indicated by analysis of the statistics of import 
and by the existence in the country both of conditions for manu- 
facture and of raw materials. Seeing, however, that even with the 
most brilliant development of her own industry Russia for a long 
time to come will require imported goods in large quantity (for 
example, for the equipment of new manufactures), the desire to 
eliminate the economic influence of Germany must proceed parallel 
with the protection of the development of trade with other friendly 
countries; of course, without detriment to the development of 
Russian industry. There is no doubt that, concurrently with 
France, the United States; Belgium, and other States, the prin- 
cipal réle in the dislodgment of German trade from Russia must 
fall upon England as a country disposing not only of a very rich 
industry, but, what is more important, having at her disposal, 
in conjunction with her colonies, considerably greater resources 
than Germany. The importance of England as a purveyor of 
foreign commodities for Russia is intensified by the fact that she 
is simultaneously a very large consumer of raw products exported 
by Russia, and that her trade and industry have always been alien 
to the idea of the pacific conquest of Russia, after the model of 
contemporary Germany. It is evident that, thanks to the war, 
the idea of an Anglo-Russian commercial rapprochement is 
acquiring a fresh momentum based upon the community of 
interests of both countries, and is being emphasised by the neces- 
sity for a solution of both daily problems of a practical nature and 
others of essential State importance. 

The statistical tables of Russia’s import and export trade with 
European countries (vide Table No. 1), with which Russia main- 
tains most animated commercial intercourse, offer an amazing 
picture of Germany’s rapid penetration into Russia’s economic 
life. At the same time they show in the case of England, who 
occupies the second place after Germany, that the percentage of 
her trade in proportion to the total volume of imports and exports 
has been subject to a constant decline since 1870. Further study 
of these statistics shows us what an intricate and wide problem 
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confronts us in the realisation of an Anglo-Russian economic 
rapprochement. 
































TABLE No. I. 
Exports from Russia. (See note on p. 222.) 
Total To To To Austria- To To 

Exports. Germany. Gt. Britain. Hungary. France. Holland. 

a. | a. |\s8] a. | sila. sd] 3. | sd] se. | 3 

W/W HIME RW Ble & 
,| #2 | 22 ga] 22 | ee) bs | e4) G2 | ga) 52 | 34 
§ | sa | 38 | 83] sa | 83] Sa | 23] Sa | 23) Sa | 83 
> as Ss jae |] &3 | ae] Ss |ael S36 | eal] 83 | ae 
1870 | 419,531] 88,665| 21:1 | 198,217; 47:2 | 16,469, 39] 40,092, 96] 9,787; 23 

481,718] 133,426| 27°8 | 143,380| 20°7 | 31,440} 65] 55,641, 116] 27,246) 5:7 
1890 | 753,849] 198:777| 26-4 | 221,789| 20°4 | 32,937| 44] 53,750, 71] 47,413/ 6°3 
1 716,418) 187,635| 261 | 145,576| 20°3 | 26,260| 36] 57.450| 80] 69,304; 96 
1905 | 1077'325] 255,312| 23°7 | 249,206; 23:1 | 45,660| 42] 64,461; 659] 121;802| 11°3 
1906 | 1,094'886] 284 26:4 | 225,447| 20°7 | 45.045| 4:2] 76,506) 7:0] 107,959| 9-9 
1907 | 1,053,010] 291,041| 27°7 | 228,504 21°8 | 42,626| 4:0 | 73,414, 7:0] 114,382) 10°9 
1908 | '998.250] 278; 27°9 | 220,514| 22:2 | 48,968| 49] 64,626 65] 03,815, 9-4 
1909 | 1,427,675] 387,119| 27:3 | 288,855| 20-1 | 60,875| 43] 89,061 62] 189,193, 132 
1910 | 1:449,085] 390, 27°0 | 315,476| 21:8 | 49,735| 3°4] 98,646) 65 | 195,982) 13°9 
1911 | 1,591,411] 490,525 | 30°8 | 337,032) 21-2 | 67,030| 45 | 90,813| 5°7 | 188,799| 11°9 
1912 | 1'518,798| 453,178| 29°9 | 327,811 21°5 | 73,409| 4:8] 98,187; 6°5 | 153,901| 10°71 
1918 | 1,420,855] 452,687) 31°8 | 266,864/ 18:8 | 65.256) 4°6 | 100,807) 711 | 177,455| 126 














Imports into Russia. (See note on p. 222.) 























Total From From frrom Austria-| From From 

Imports. Germany. Gt. Britain. Hungary France Hollamd. 
| ’ a - oss 
a a. | 281 a, | Shia. (tel a. | tel a. | 38 
a3 gs 8) 38 $8) 38 | 88) gg Sh) ge | 88 
ee | #2 | 28| 22 | 28] 22 28] fe a8] #2 | 2 

. ° 

| 38 | 38 | ig] 2a a] 38 fa] 28 Ea] 22 | Ba 
> S3 | 85 | ae] Ss | ae] Ss jae] Ss | aa] Ss | ae 
1870 402,445 159,020 | 39°5 | 124,569 31°0 12,077 | 3°0 | 22,289 | 55 6,936; 17 
1880 3,943] 264,983 45°47 145,706 25°0 22'297| 3:8 | 2 ,651 | 37 7,263 12 
1890 | 453,095 838) 27°5 | 101.647, 224] 19,392; 42]18,790 | 41 5,290 11 
1900 | 626,375] 216,853 | 34°6 127,144) 20°3 | 26,983) 43 | 31,445 | 60 8,822 14 
1905 | 635,087} 240, 11} 37'8 97,410, 15°3 | 19,653/ 3°0 | 26,131 41 12,262 19 
1906 | 800,6! 298, 37°2 | 105,726) 13°2 | 21.357) 27 717 | 36 13,233; 1°7 
1907 | 847,365 $37,367 | 39°9 | 114,935 18°5 | 24.108; 29] 29,420 | 35 11,405 14 
1908 912 651] $48,426) 38°2 | 120.286, 13°4 | 26,500; 2:9 | 36,288 | 40 11,490 13 
1909 .339) 363,263| 40°2 | 127,946; 14°3 | 27,3815) 3°0 | 49,547 | 55 i 20 
1910 1,084,446 449,794 | 41°8 | 153,847) 14°2 | 35,026, 33 972; 56 20,444 19 
1911 1,161,682] 487,780; 42°0 ,081| 13°5 | 34,265| 3°0 | 56,782 | 4°9 17,513 15 
1912 1,171,772] 532,346; 45°5 | 142,356, 12°2 2,659| 281 56,342 | 48 19,215 47 
1913 | 1,220,474] 642,756| 52° teed 13°9 | 34,638; 2°8 6,015 | 46 21,540 18 
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In general, these figures show that the import and export trade 
of Great Britain absolutely and relatively fell off appreciably from 
Russo-German trade, notwithstanding the fact that Great Britain 
is an industrial country which manufactures, or is able to manu- 
facture in abundance, all fhose articles which Russia needs, and, 
conversely, is one of the most solid purchasers of Russian products. 
It is true that the geographical position of Germany, which 
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possesses a common land frontier with Russia for a great distance, 
has materially facilitated rapid, regular trade and a very mate- 
rial development of passenger traffic between both countries. This 
circumstance, however, should not be overestimated, seeing that 
the statistics of Austria-Hungary, who as regards communication 
is situated under the same conditions as Germany, show that 
since 1870 exports from Russia to Austria-Hungary increased 
only from 3°9 per cent. to 46 per cent.—t.e., by 0°7 per cent.— 
while her exports to Russia fell from 3 per cent. in 1870 to 
2°8 per cent. in 1913 (see Table No. 1). 

Before, however, granting the supposition that the funda- 
mental reason for the falling-off of Great Britain’s trade with 
Russia arises from defects in the organisation and the non-adapta- 
bility of English trade and industry to the conditions of the 
Russian market, it should be ascertained whether this fact is not 
a direct consequence of the absence of sufficient interest on the 
part of English merchants and manufacturers in the Russian 
market, in view of the preference given to other markets. B 
cannot be subject to the smallest doubt that England, who, unlike 
Germany, possesses rich and spacious trans-oceanic colonies, 
found therein exceptional conditions for the investment of her 
capital and the surplus of her manufactures, and before 1908-09 
was scarcely at all interested in the Russian market on which she 
encountered the impetuous onslaught of German enterprise, 
whereas Germany, who only at the end of last century obtained a 
few colonies in Africa, of dubious value in relation to trade, 
naturally directed her main energies and attention to European 
markets, and especially to the sale of her goods in Russia. It 
would, however, be erroneous to ascribe to the foregoing excep- 
tional influence upon the scope of imports of both countries into 
Russia, inasmuch as together with a political rapprochement with 
Russia, approximately since 1909, there began to manifest itself 
both in England and Russia interest in an economic rapproche- 
ment between the two countries. Nevertheless, the statistics 
show us since 1909 the amazing growth of Russian trade with 
Germany, concurrently with very modest results in the develop- 
ment of trade with Great Britain. For reference we cite the 
following figures :— 

Exports from Russia. 


n millions of Roubles. 1909 1910 1911 1912 1913 
To Great Britain... ... ... ... 289 315 337 327 266 
TOMMORRIGIY.55 cc 00 ses tse WOO 390 490 411 452 
Imports into Russia. 
In millions of Roubles. 
From Great Britain ... ... ... 128 154 155 142 170 


From Germany .,, .. ».. «. 363 449 488 532 642 
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From these figures it is permissible to infer that the falling off 
of exports from Russia to England and the reverse is due to other 
serious causes the character of which must be established if we are 
to be enabled to find ways and means for the attainment of the 
desired results in the future. An inquiry into this question 
in 1910 among the Russian merchant body by the Odessa branch 
of the Russo-English Chamber of Commerce unfortunately fur- 
nished little material, because the replies for the most part shed 
light on the question from the narrow standpoint of the interests 
of individual firms. For example, in many replies of commercial 
firms which wished to increase their transactions with Great 
Britain there were expressed wishes for the simplification of Cus- 
toms formalities, the reduction of duties, the equipment of ports, 
and even the organisation of a free harbour in Odessa. Naturally, 
the realisation of wishes of this general character cannot be 
regarded as specific measures for a decision of the question of 
Anglo-Russian intercourse, for the simple reason that we cannot 
suppose these measures to have been adopted exclusively in 
relation to English commodities. Moreover, the statistical figures 
which we have examined show us that German trade very suc- 
cessfully coped with its task, while being subject to the same 
duties and Customs formalities, and overcoming all difficulties, 
including the defects of Russian commercial legislation. Inas- 
much, on the contrary, as the trade of Great Britain, while enjoy- 
ing in Russia the same rights as German, achieved opposite 
results, it is permissible to assume that the causes of this pheno- 
menon lie in the ingrained methods and customs of British trade 
and industry, and perhaps even deeper—in several peculiarities of 
their organisation which interferes with their adaptation to the 
Russian market. It will simplify investigation of the justice of 
this supposition if we compare the foregoing with the correspond- 
ing methods and organisation of Germany, who is England’s most 
serious rival not only on the Russian market, but on all world 
markets. 

To this end it will be appropriate in the first place to examine 
the Russian import trade of the two countries as offering more dis- 
tinctive features and clearer contrasts in the methods of English- 
men and Germans in this arena than the export trade from 
Russia ; moreover, a great deal that will be said about the import 
trade characterises the business relations of both sides in the 
sphere of export also. 

Passing to this problem, it should be noted that English goods 
on the whole are of better quality than German, but are 
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appreciably dearer ; their range is smaller, and improvements and 
novelties are comparatively few. The English not only do not 
sell their goods on credit, but demand payment at best on ship- 
ment of the goods in England, and that, too, in advance ; in such 
cases the Russian customer makes payment as a rule one and a 
half to two months earlier than the goods arrive at their destina- 
tion. The English very rarely, and unwillingly, offer their goods 
including cost of carriage to destination, and almost exclusively 
quote their prices in English currency and for English weights. 
Catalogues are sent to Russia by English firms almost solely in 
the English language, and are not adapted to the requirements 
of the Russian market. English firms very rarely send com- 
mercial travellers to Russia; those who are sent are entirely 
uninformed, while often commercial travellers of German 
nationality tour Russia for English firms. In correspondence the 
Englishman is very polite, but very brief and laconic; little or 
seldom goes into details; in the majority of cases not evincing 
any desire to adapt himself even in the distant future to the 
demands of the market and to acquaint himself with the wishes 
of buyers and the offers of competitors. Demands on the part of 
the Russian customer, who has paid money in advance, for a 
guarantee for satisfactory execution of his orders are refused by 
English firms, because, as a rule, the Englishman, who is honest 
and does not cease to be a gentleman even in business, does not 
wish to lower his dignity by the issue of guarantees anticipating 
the possibility of non-fulfilment of obligations that have been 
assumed by him. Such is a description of the relations of English 
commercial and industrial spheres with customers in Russia. 
The relations of German firms and factories with Russian 
customers are radically opposite. werman goods are cheaper 
than English, and although on the whole inferior in quality, 
nevertheless fully satisfy the requirements of the masses; the 
range of German goods is enormous, and novelties or improve- 
ments of a practical nature are constantly appearing in every 
branch. With increasing frequency it is possible to note the 
supply of goods constituting the exclusive speciality of German 
industry. German merchants and manufacturers indefatigably 
flood even remote corners of Russia with their offers, circulars, 
catalogues, and advertisements in the Russian language. The 
Russian customer who does not respond to repeated offers not 
infrequently is favoured with, a request to report the reasons which 
form a hindrance to the inclusion of his “respected firm” in the 
category of patrons. In addition, firms of any size, not content 
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with written advertisement and propaganda, despatch at least 
twice a year throughout Russia special commercial travellers, 
splendidly informed not only about the demands and tastes of 
individual localities, but even about the details of the private life 
of clients, which enable them to judge the credit and trust which 
they deserve. Big firms, moreover, have throughout Russia 
regional agent-representatives whose duty it is to notify the firms 
they represent about the movements of competition, prospects of 
sale in the future, and of new conjunctures ; to superintend con- 
signment warehouses, accept orders, receive money, settle cus- 
tomers’ claims, and watch their credit capacity. For this object 
it is deemed the duty of these representatives to send commercial 
travellers over the region. The agent-representatives, in their 
turn, are visited annually once or even twice by commercial 
travellers sent by the factories abroad in order to strengthen the 
tie between factories and clients, to familiarise them with new 
ranges of samples, new inventions, and technical improvements, 
to enlist new customers, and control the credits and actions of 
representatives. As regards credit, German firms grant this even 
to small concerns worthy of trust with surprising freedom and 
liberality, on the principle that credit widely but judiciously 
allotted is the principal lever for the extension of turnover and 
sale. It is the same with the delivery of goods. Just as the 
Englishman sells his goods for the most part with delivery at one 
of the English ports, leaving the trouble and risk of further 
carriage, insurance, and payment of duty in Russia to his Russian 
customer, so are German firms not afraid to sell even, it would 
seem, to an unknown client the most elaborate technical equip- 
ments with payment of duty, and even with delivery and estab- 
lishment at any place in Russia. Settlements with the Russian 
customer German firms are always very willing to effect in Rus- 
sian currency, employing Russian units of weight and measure. 
In correspondence, German firms are not only polite, but even 
obliging ; in so far as the correspondence does not concern goods 
and wares fully known to Russian buyers, German firms do not 
stint either paper or language, and by means of catalogues worked 
out to the minutest details on their own initiative elucidate the 
advantages of one article over another, in all keys and variations. 
The latter circumstance is especially valuable for customers in 
the case of orders for technical articles, machinery, or factory 
installations. 

It is quite easy to understand that the contrast above cited in 
the relations of Englishmen and Germans with their Russian 
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customers forms the principal reason why the imports of Great 
Britain into Russia remain in the shade as compared with the 
successes of German imports. 

Incidentally, however, an important réle must be assigned to 
the degree of diffusion of both languages in Russia and the no 
small significance of the antiquated system of weights, measures, 
and currency.in Great Britain. The English language, in con- 
tradistinction to German, is very little diffused in Russian com- 
mercial and industrial circles. In the north, and that exclusively 
at the Baltic ports, familiarity with English is here and there 
encountered in commercial and industrial circles; at southern 
ports very rarely; and in the remaining parts of Russia almost 
nowhere. Knowledge of German, on the contrary, is very widely 
diffused all over Russia, especially in the Jewish settlement pale. 
In the western part of Russia, divided approximately by the line 
Petrograd—Odessa, and in the southern part, by the boundary 
Kiev—Harkov—Rostov, ignorance of German or absence of a 
correspondent in German in individual firms constitutes an excep- 
tion ; in the remaining part of Russia, acquaintance with German 
in commercial and industrial circles, although weaker, is never- 
theless considerable. This circumstance has enormous signifi- 
cance, especially when it is remembered that the English before 
the war did not adopt any measures whatever for the removal of 
inconveniences arising on account of ignorance of English in 
Russia, even through the employment of Russian correspondents, 
the issue of catalogues in Russian, or even of a single more or less 
respectable book of reference in Russian respecting the English 
export industry. Added to this, the extremely intricate and anti- 
quated English system of measures and currency, with the unwill- 
ingness of the English to make their offers in roubles and Russian 
measures, consummates a series of almost insuperable obstacles 
encountered by the more energetic Russian merchants in insti- 
tuting direct relations with England. 

The above-cited parallel to a sufficient degree betrays the 
secrets hidden in the figures of the statistical tables inserted at 
the beginning of this report. Nevertheless, for the greater 
demonstration of the results which both sides can attain, thanks 
to their principles and methods applied in intercourse with 
Russian customers, it may be useful to cite the following example. 

In the large towns, and especially in the capitals, irrespective 
of nationality, are numerous shops of very respectable, for the 
most part, old firms which never, seek noisy advertisements in 
widely-circulated papers. These shops are often situated in 
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quiet, but rich, districts or on the second floors of the better 
buildings in central streets ; in their show-cases, if there are any, 
are exhibited in elegant surroundings only a few articles of sale, 
and frequently the show-cases are draped with rich silk or velvet 
hangings; the inscriptions at the entrance are modest and 
restrained, and usually the name of the firm is given and its 
speciality is defined in two or three words. These shops are 
intended primarily for customers who are informed by means of 
private recommendation that there are no cheap prices here, but, 
on the other hand, elegant goods of the best quality; there is 
neither overcharge nor reduction, and goods are not forced upon 
one. The stranger who is not a customer in shops of this kind, 
and who has to consider the question of price, often feels himself 
out of place therein, and even though he buys something, goes 
away never to return. The staff of the shop deem it unworthy of 
their firm to detain and entice such a customer with various offers, 
since “their” patrons are not accustomed to this and do not like 
it. These shops are designed for a limited circle of customers 
with means, and belong to the category of so-called “aristocratic ” 
concerns. Concurrently with them, inevitably in the central 
streets, for the most part in prominent corner buildings, are hun- 
dreds of shops with show-windows filled from top to bottom with 
goods. These shops resort to all kinds of expedients to attract 
the attention of the masses ; big advertisements in the Press, illu- 
minated advertisements on the roofs of houses, living advertise- 
ments in the streets, advertisements in the theatres and public 
places serve them for the attainment of this end. In these shops 
are wares for all tastes in abundance, at prices accessible even to 
very modest purses; the goods, according to the price, are not 
always good, but they satisfy the requirements of the poorer and 
medium class of the public, who flock thither because not only are 
their tastes entertained, but anticipated. To the direction of 
these shops is applied much labour, initiative, energy, the desire 
to please customers, to satisfy as far as possible all, and not to 
permit a customer to go away with empty hands and, what is 
still worse, apply to a competitor. Every season these shops 
tender their clients something new which excites the interest of 
the crowd. These shops are designed for the masses; in shops 
of this kind there are millions of customers; thither flock every- 
body, both poor and well-to-do, who make their purchases with 
economy. ‘These shops may be termed “democratic.” The 
example cited of these two types of shops pretty fully exhibits 
all the contrasts of method of the English and German import 
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trade in Russia. The following may serve as a general descrip- 
tion.. English firms disposing of all the qualifications for wide 
scope are restrained and passive; their activity is wrapped in 
cold routine and inflexible principles of ancient habits and tradi- 
tions. German firms in their relations with Russia, on the con- 
trary, are full of enterprise and activity, and do not spare any 
efforts, trouble, and deliberate sacrifices for the conquest of the 
Russian market. Further comment is hardly necessary. 

Nevertheless, it will be useful to cite data showing in round 
figures the comparative value of the imports into Russia of both 
countries, and to dwell upon the big items of commodities in 
which Great Britain especially falls behind Germany. From 
these it will be seen that Germany has monopolised an entire 
series of commodities almost in their entirety, or to a large extent. 

This fact is comprehensible with regard to chemical and 
pharmaceutical products, dyes and dyestuffs, several special 
machines, apparatus, physical and mathematical appliances, musi- 
cal instruments, trinkets, “notions,” and products of many other 
branches of industry. It is due to the careful specialisation in 
Germany of corresponding branches of industry which, working 
on wide principles of wholesale production, have allotted in their 
factories a duly respectful place to science, confiding to it the 
solution of practical problems put forward by the demands of 
commerce and industry, and by the unrestrained desire to over- 
take not only all foreign, but also German competitors. 

It is more difficult to justify the preponderance of Germany 
over England in imports of dressed hides and machine belting, 
unwrought metals of all kinds, alloys, iron, cast-iron and steel 
ware, stationery, and the big item of manufactures especially in 
woollens, which branches of industry have always been the 
speciality of Great Britain. 

Quite incomprehensible, however, are the comparative figures 
of import into Russia of the following goods for 1913 :— 

(In thousands of Roubles.)! 


Germany. Great Britain. 
Rice... cs! aioe Sh Big: Sine’ Gaaeh. Lee 1,850 sect Jae 500 
a pepper, spices seer ive eeet tens Meds 1,400 ese ese 500 
sis ese eas) sae, cas ~ ens 5,400 sal cae 600 
Tobeccs os 950 eee eee 150 


Fertilisers, guano, ‘pone, phosphates ‘and nitre. 6,300 Serre 900 
me baa refined ey! bees’ and Wisin 


3 ieee “ete 6,600 yee 500 
deen hides peelkass see ieee” axdpe licen seks seleetteas 334 
White resin, gallipot tar oi = 2,000 eer 100 
Copper, ena nickel, and other metals... 6,000 coe tee, «| UO 
Tin.. Sag eda Nees ueaa Seaw eissenkes 3,600 ac ese ‘nee 
Raw ‘cotton . ..- 30,000 eos cee 9,500 
Silk, raw silk, silk waste, dyed ‘and undyed --» 13,700 eas eee 200 


* Here it must be pointed out that the statistical tables, Nos. I. and II. (p. 215) 
drafted in accordance with data of the Review of the Foreign Trade of European 
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TaBLeE No. II. 


Value of the Principal Goods Exported to the Russian Empire 
from Great Britain and Germany. 









































From Great Britain. From Germany. 
Thousands of Roubles. Thousands of Roubles. 
1.— Food products. 911 1912 1913 1911 1912 1913 
heat tis, “ene” Gee + nee? dem wet de $4 3 10 1,339 671 1,285 
hi ; ake ae eee ee 80 § 42 6,182 5,386 | 11,037 
MSI Sea! ace. ee See. aes 805 252 492 1,395 1,607 1,873 
Ms ccs wee we ses es 27 47 69 583 759 | ‘87 
Oranges and OS a a 16 17 21 862 870} 1,079 
Dried fruits and berries... ... ee 61 16 10 872 860 | 1,040 
Cloves, pepper, and other spices . aa 392 377 480 1,271 1,408 | 1,406 
Coffee, raw and in grain i ee 7 615 601 4,681 5,761 5,375 
Bek ofalk kinds... 00 cos ccs ace 597 886 987 246 204 160 
Tobacco ... ek an 207 289 142 860 837 952 
eral Ww liquors and grape wine ree 864 298 397 6,101 5,719 7,612 
— waters, natural and artificial ... 76 19 30 1,004 1,086 | 1,177 
wee nas. de 9 4 6 272 281 | 
Pon H fresh, pickled, ‘salted one ae eee 9,252 8,748 9,212 5,532 6,796 | 7,603 
II.—Raw and semi-manufactured 
materials. 
MM. auc “ccs keel keel Seu, cee eae 1 13 6 541 883 784 
Fertilisers... GaaX Ana, att ene eainy “teem 1,093 1,111 879 4,107 5,565 6,275 
Animal gr ease . we. wee 9,332 7,696 6,175 2,700 3,072 4,787 
Fossil, weer and ‘paraffin ' MEMES cto 1,045 411 476 4,109 6,009 6,595 
Undressed hides ane 1,005 222 | 334 | 10,316 | 11,444 | 17,097 
Dressed hides = machine belting one 1 1026 823 | 1,079 | 17,677 | 14,391 | 19,802 
POUWMGF aces a 998 121 | 174 8,057 7,798 8,396 
Timber... sey aaa? call. = i eaal 256 126 903 2,782 1,706 1,406 
. Seeds and plants ae. ‘nee ae (eve). ae 3,039 2,566 2,889 9,087 | 9,538 | 13,065 
pe 1,074 1,093 | 812 2,266 3,442 3,026 
Unwrought stone ... 2... 26. see eee 382 303 | 369 1,458 1,580 1,842 
— ne on ma ae 254 171 222 1,766 1,884 2,215 
Coal . one 600, eee’ ane, “one 18,631 24,454 | 39,971 | 13,092 | 19,345 | 31,307 
Coke . gaa: eee Lees 1,058 1,103 1,810 2,682 3,375 4,789 
White resin, " galipot pitch cae Sree mae 732 533 | 116 2,236 1.520 2,388 
Gum, resin, gum rosin oan 6,817 6,068 13,203 9,937 | 12,011 | 11,263 
Chemical an pharmaceutical products 2,309 2,402 | ,253 | 13,791 | 17,189 | 18,864 
Vegetable oil and ae aan” eee 1,028 1,069 608 1,573 2,092 1,914 
‘annin ... ae ene 620 371 361 2,867 2,452 3,352 
Dyestufis and ‘dyes .. Ga aad Hepee hea 839 531 | 569 8,860 9,421 | 10,530 
Unwrought cast- ei aa nae 856 1,536 278 1,453 2,495 1,795 
Unwrought iron ee ada: dae 774 532 828 877 1,405 2,270 
Unwrought steel rails 286 264 398 557 582 1,032 
Copper, aluminium, nickel, other metals | 
and their alloys ... ... 2,006 1,652 3,791 3,998 5,976 
Tin in pigs and bars 3,182 3,459 1,912 3,960 3,611 
ieee, ae 2,919 2,359 2,111 3,564 yl 
in rolls and sheets” 26 54 137 240 3 
Zine in _ and ed 294 3,667 4,009 4,491 
Pa: ulp 38 3 
Soren a — cotton .. 9,365 9,503 a — 29,928 
Silk, oe, silk waste... 8,783 | 12,364 | 13,717 
Wool 1 and uncombed down 444,1 5,636 | 18,702 | 17,814 | 24,322 
Cotton yarn aes 6,231 3,575 5,005 :919 07 
Wound ‘ill and. sewing silk | 116 1 1,495 1,982 2,619 
Wool, combed, spinning, and wound . 14,939 7,431 7,396 7,652 7,111 9,944 














Russia, occasionally differ very widely from the Customs statistics of other 
States. The same thing, of course, in varying degree takes place in the 
Customs statistics of any country. Thus, the German statistics over-estimate 
by almost double our exports to Germany, and under-value almost by half their 
own exports to Russia. The reason is that the German statistics regard as 
exports to Russia only the exports of goods of German manufacture, whereas 
the Russian Customs regard as imported from Germany both German goods 
and those passing through Germany in transit; for example, cotton. In imports 
into Germany the opposite takes place: Germany regards as Russian not only 
goods directly crossing the Russo-German frontier, but also those imported 
in transit through other countries; for example, Holland; whereas the Russian 
statistics note them as exported to Holland and not to Germany. 


No. 106.—voL. XXVITI. Q 
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TABLE No. II (continued). 






































From Great Britain. From Germany. 
Thousands of Roubles. Thousands of Roubles. 
ee nel — eee. 
III.— Wares. 1911 1912 19138 1911 1912 1913 
Trunks, portmanteaux, and cage 
leatherware ... ~. r 18 | 22 23 399 536 550 
Machine belting, sewn and others... none 58 | 46 46 322 349 402 
Joiner’s and lathe work . es 756 | 614| 1,357] 2,868] 3,665 6,603 
Firebrick, tiles : bes: be ans 204 | 172 618 719 1,305 
Keramic and pottery MMO! ise) acs is 202 | 184 204 1,147 1,708 2,240 
Faience and porcelain ware ... ... ... 152 | 118 162 1,222 1,312 1,453 
Glassware bes Sine hae as 213 152 142 2,319 4659 4,795 
Guttapercha ware —a a 133 121 231 1,841 1,512 1,795 
Gold, silver, and platinum ware ... ... 15 27 9 2,988 2,873 2,916 
Copper and "alloy eer 337 200 220 8,164 8,948 8,991 
Cast-iron ware... . Sink Soh. ese Kane 385 350 479 2,130 2,473 3,013 
Tron and steel ERB SS eT Rel ee 1,611 1,462 2,338 9,270 | 11,275 | 15,329 
Tinware ... RE eS A 271 169 177 4,501 4,277 4,825 
Wire of allkinds <2. 1. 2. 808 419 508 1,113 1,072 1,345 
Wire ware... .. penta ce eiawecs aes 336 345 287 2,770 2,780 3,432 
Various metal wares 1,063 802 1,123 8,048 7,834 8,443 
Machinery and apparatus of cast- “iron, 
iron and steel... 15,085 | 10,271 | 13,163 | 55,211 | 56,847 | 75,482 
Parts of machinery and apparatus, ‘cast- 
iron, iron, and steel 1,953 1,670 1,897 5,995 8,727 | 11,408 
Agricultural machinery and implements 
ithout steam motors.. 1,013 2,591 2,280 7,365 9,403 9,661 
Made-up agricultural machinery . Z 4,343 3,986 3,728 3,679 6,944 2,991 
Mathematical a - appliances 517 313 355 | 11,714 | 14,876 | 18,010 
locks sa 4 2 8 1,992 1,651 
Musical instruments. |.. 11. 1... 199 98 168 7,868 6,283 5,759 
arriages and parts thereof |... son 1,094 1,203 2,038 9,695 | 11,215 | 17,201 
Coaches for — = _ trae oe _ 5 _ 479 489 313 
Iron vessels... as 690 775 2,807 876 916 1,242 
Stationery... sey ake Nee. ee 378 265 357 4,581 5,214 5,934 
Pictures and books 87 63 1255 3,382 
tton g oss ite 747 1,030 1,593 | 11,162 9,586 | 10,559 
Flax and hemp pene es a5 ss eas 744 1,125 576 2,316 2,294 & 
Silk and half-silk goods... ... ... ... 108 114 96 4,043 4,254 5,687 
Wool and half-woollen goods = Seal. eae 2,250 1,958 2,496 | 11,166 | 11,449 | 11,737 
Knitted and trimmed ee .- ee ee 44 46 72 7,864 7,111 8,829 
Lace and lace goods. wws eevee | 133 118 175 2,181 2,807 3,056 
Buttons . re ae ee ee 15 17 14 1,380 1,789 1,924 
Ordinary trinkets 10) 1 Sesh coouht 59 97 73 2,465 2,955 2,961 
Drawing and writing accessories aoa 89 61 76] 1,279] 1,204| 1,009 
Miscellaneous ... ose ose, || SOS 7,156 8,585 | 43 7050 45,338 | 51,488 
TOTAL ... ... ... | 153,875 | 139,250 170,352 | 476,839 | 519,114 | 642,756 
| 





However, for all these raw products, primarily of foreign 
origin, which are turned out by the poor German colonies only 
in small quantities, Germany herself prefers a huge demand in 
the rich British colonies, for her own requirements. Yet concur- 
rently with this, England, who possesses these colonies and the 
first merchant navy in the world, has attained with Russia 
merely a modest turnover in these same goods, as shown by the 
statistical data given above. The principal cause of this state of 
affairs lies evidently in the fact that German transit trade enjoyed 
the priceless services of its free harbours, Hamburg, Bremen, 
and others, which were able to concentrate a considerable portion 
of the world international trade primarily of so-called exotic 
goods. 

The influence of Germany’s free harbours extended over enor- 
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mous regions and, for example, there is a series of Far Hastern 
goods which reach the Mediterranean and Black Seas almost 
exclusively through Hamburg. To this it must be added that 
possession of an enormous portion of world trade was facilitated 
by the fact that the German free harbours, receiving many goods 
in a raw, so to speak, crude form, sorted and made them up at 
home and then placed on the market the product in a form in 
which it could be directly offered to customers. Incidentally, 
this plan also helped to accustom the purchaser to a specific 
external appearance of the particular commodity which, as we 
know, is a factor of no small importance in trade. 

Passing to a review of export trade from Russia to Great 
Britain and Germany, an analysis justifies the following remarks 
and conclusions. 

For large items of export from Russia of cereals and herbs it 
should be noted that practice has so stereotyped commercial 
customs in this wide branch of world trade that conditions of pur- 
chase, acceptance, and payment on the part of Great Britain 
and Germany do not offer material difference. All the same, it 
should be noted that Russian export firms greatly complain about 
the extraordinary strictness of arbitrage for cereals exported to 
Great Britain in comparison with arbitrage for sales to Germany. 
This circumstance forces Russian exporters in many cases to give 
preference to German customers. 

Passing to several individual items of this group, it must be 
noted that in the export from Russia of rye, barley, and bran 
Germany naturally occupies a preponderant position by virtue of 
conditions of consumption of these products in Germany; as 
regards wheat, it cannot be doubted that with a mutual endeavour 
both on the part of Russia and Great Britain to regulate the 
question of arbitrage, the export of wheat to Great Britain might 
restore the position lost on the English market since the prohibi- 
tion of the export of wheat from Russia in 1891, while concur- 
rently therewith export from Russia of other grain products might 
increase. 

Under the group of foodstuffs and timber the statistics show 
the preponderance of Great Britain, with the clear tendency to 
further growth of export to that country. In this connection it 
may be noted that for the export of butter, poultry, and bacon 
the English have established in many parts of Russia their ewn 
purchasing offices and agencies, while several big English firms 
have even engaged in the slaughter of pigs and poultry on a large 
scale, and for this purpose in many parts of Russia have set up 
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improved equipment for the storage and freezing of supplies. This 
initiative on the part of the English, who in this respect have 
gone ahead of the Germans, is probably due to the fact that 
English firms, discovering a big demand for this category of food- 
stuffs and an exceptionally profitable market in their own country, 
have found it possible to depart to a certain degree from their 
traditions, preferring, however, the institution of local offices and 
branches to the German system of agent-buyers. There is no 
doubt that these measures will give a new and powerful impetus 
to the further development of export to England of goods in all 
this category, especially if the Russian Government, by promoting 
the establishment of big cold storage depéts at port towns and by 
organising on an extensive scale transport by refrigerator-car, will 
facilitate the task of Russian co-operative and commercial firms 
which wish to dispose of their goods direct in the consuming 
centres of Great Britain. 

Passing to the group of raw and semi-manufactured products, 
it should be noted that with respect to olive oil seed, residue of 
flax and tow, manganese and iron ore the strictness of arbitrage 
and conditions of acceptance of goods in relations with English 
firms materially hinder the increase of transactions. Moreover, 
before the war the export of iron ore from Russia was admirably 
organised by the Germans; for example, obtaining from the dif- 
ferent mines of the Donetz basin ore of varying composition 
unsuitable for the West European foundries, German firms carried 
out at Nikolaiev, the point of shipment, the proportional mixture 
of ore from various stations, thus establishing types of ore answer- 
ing the requirements of the corresponding foundries as regards 
analysis and quantity. For the carrying out of these operations 
with the ore and for loading on the steamers the German firms 
erected at Nikolaiev large special buildings. Thanks to this 
organisation, almost all the export of iron ore from Russia, not 
only to Germany, but to other countries, was monopolised by 
the Germans. In the export of the majority of remaining raw 
and semi-manufactured products—as, for example, bristles, 
undressed hides, peltry, salted and dry gut, cork sawdust, and 
other commodities, especially goods requiring sorting, special 
knowledge, and experience—German firms had fully adapted 
themselves to Russian conditions, both in regard to acceptance 
practised on the spot and payment, whereas English firms are not 
disposed to depart from conditions of acceptance and delivery in 
England, in accordance with the weight established there, with 
payment in English currency. 
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In the group of exports of livestock the predominance of 
Germany is due to the greater convenience of a land frontier for 
this kind of trade. 

On the whole, both in import and export of raw products from 
Russia, there should be noted a characteristic feature of German 
trade manifesting itself in the endeavour to capture and retain 
operations connected with the sorting of unmanufactured products 
bought in a rough, raw shape, for final establishment of the 
external appearance and quality of the commodity in accordance 
with the demands of the world market. In the case of exotic 
goods, sorting, making-up, and re-packing, as already mentioned, 
were carried out at the German free harbours, while with respect 
to Russian raw material exported from Russian ports of the Baltic, 
the Germans adopted very energetic measures to prevent the estab- 
lishment of similar operations at Russian ports, with the object of 
concentrating these operations in Germany, primarily at Konigs- 
berg. All efforts to establish at Russian ports of shipment sort- 
ing and standardisation of goods met with insuperable opposi- 
tion, which even assumed the form of dipiomatic action. 

Nevertheless, the German system above described, irrespec- 
tive of the chief reproach, fully deserved and pointed out at the 
very beginning of this report, meets with the objection that 
although it justifies itself by results from the standpoint of 
German interests, it cannot, of course, serve as an ideal and 
pattern for imitation for other nations. 

With this objection of a general nature it is possible uncon- 
ditionally to agree, but unfortunately in England opponents of the 
German system, without pointing out other practical ways for 
the better attainment of their end, confine themselves only to 
reproaches against the Germans that although their goods are 
cheaper they are of inferior quality, and that the system of easy 
credit debauches trade. These inferences, of course, are very 
weak and resemble the usual complaints of solid, conservative 
firms against the operations of young and enterprising competi- 
tors. Indeed, it is out of the question to be short-sighted and 
one-sided. It is impossible to forget economic truths and the 
psychology of customers, which are identical for all peoples, and 
to lose sight of factors which, with the exception of accidental 
and temporary phenomena, underlie all results attained by the 
competing parties. A purveyor who supplies goods of low 
quality not corresponding to requirements may deceive his cus- 
tomer once or twice ; but it is unthinkable that, while furnishing 
his bad wares on credit, he should during many years have 
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received punctual payments and have conquered the markets. 
Germany during forty-five years annually dumped a larger and 
larger quantity of goods on the world markets, and even if, on 
the whole, commodities of German origin are worse than English, 
none the less customers who year after year increased their orders 
could not have been very displeased with the execution of the 
same. It is evident that German industry and trade adapted 
themselves to the lower level of demands of the less affluent 
masses, and that consumers were quite satisfied. 

As regards the second reproach, it cannot be doubted that the 
consequences of debauching a clientéle must, in the first place, 
have negatively affected the affairs of the creditor. It seems, 
however, that notwithstanding her system of allotting extensive 
credits on all export markets, Germany, beginning in 1870 with 
almost nothing, grew incredibly rich, solely thanks to her industry 
and commerce. In general, too, we must not lose sight of the 
fact that, however strong may be their patriotic feelings and their 
sympathy with the English, the Russian peasant will obtain the 
cheaper plough and the seamstress her sewing-machine of German 
manufacture with deferred payment for months and even for 
years, if their means are insufficient to invest the entire cost 
right away in the English machine, and if purchase by the instal- 
ment plan arranges their budget and preserves the family from 
privation; while their well-to-do neighbour will buy the same 
machine because it has been recommended and is cheaper. Thus, 
face to face with reality, the reproach of depraving the Russian 
merchant body and the consumer with long-term credits collapses 
entirely, inasmuch as for very many this self-same condemned 
method constitutes a boon, and will be so regarded until, of 
course, in Russia the co-operatives and other credit institutions 
occupy the places of the now uninvited benefactors. 

In view of the foregoing, it cannot be doubted that English 
trade and industry, if they are really interested in the Russian 
market, must give the Russian consumer, if not greater, then 
at least the same benefits which other competitors will give. In 
the opposite event, the trade of England with Russia cannot 
enjoy the best future prospects. 

From all, that has heretofore been said, it follows that the 
success of an Anglo-Russian economic rapprochement can be 
attained only on condition: (1) that the English appropriate in 
their business relations with Russia the system tested by the 
Germans, or (2) that they establish a new individual system more 
corresponding to their own national character, without losing sight 
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of the fact that the Russian merchant and consumer, whatever 
their wishes, cannot for the sake of sympathy with England 
sacrifice their material interests. 

Passing to consideration of the first proposition, it should be 
ascertained whether or not it is possible to expect so material 
and rapid an evolution in the views and methods of English com- 
mercial and industrial circles in intercourse with Russia as 
would lead to the adoption of the German system of trade by 
the English, a system which many believe would not corre- 
spond to the extensive interests of Russia. Considering the con- 
trast existing in the character and psychology of the inhabitants 
of Great Britain, in the system of education, specialisation in the 
domain of popular education, and industry, and equally in the 
organisation appropriated by the industry, trade, and banks in 
England on the one hand, and in Germany on the other, the 
answer to this question must, on the whole, be in the negative. 

Without entering into a detailed consideration of intimate 
aspects of internal organisation and the peculiarities of the life 
of Great Britain, the doubting may be referred to sober voices 
which have repeatedly dealt with this subject in the leading 
English Press. On the other hand, we can refer to the opinions 
and writings of the former French Ambassador in Berlin, M. Jules 
Cambon, who very minutely depicted for his countrymen the 
psychology of the Germans in their endeavour towards peaceful 
penetration and the conquest of foreign markets, and with his 
authoritative word reinforced truths which serve as the principal 
lever for expansion of German national husbandry, which many 
hitherto had not wished to recognise. 

All the same, the system adopted by the banks in Ger- 
many in the business of financing industry and trade offers such 
unusual interest and explains so much that it is impossible not to 
touch upon it, if only in passing. Floating capital and credit— 
these are the nerves and nutritive forces in every modern com- 
mercial and industrial concern. With all their prudence and calcu- 
lation, German banks fulfil their réle in this sphere with such 
astonishing scope and breadth of view that their activity may be 
likened to a wise gardener who lavishly provides moisture for those 
plants which, thanks to this, will bloom and yield excellent fruit ; 
while, on the other hand, stintingly doling the same moisture to 
plants which are in a sickly state and rotting at the root. 

The sales for millions of roubles effected by German com- 
merce and industry throughout Russia on long-term credit were 
actually the work of German banks. Without their— not casual 





230 THE ECONOMIC JOURNAL [JUNE 


assistance, but active and systematic co-operation—but very few 
German firms, with all their enterprise, could have gone farther 
than the well-known English condition of “cash against docu- 
ments,” which lies in part on the conservative conscience of the 
English banks. Here we impinge upon one of the chief secrets 
of the success of German industry in Russia and other countries, 
which consists in this—that the balance-sheet of enterprises and 
constant control of their demand for credit serve as the basis 
of the credit allotted by German banks. The bank’s detailed 
knowledge of the position of the entire undertaking leads to con- 
fidence in the latter, which is often unlimited ; whereas English 
banks allot credit to their commerce and particularly industry 
primarily on the basis of actual solid security. 

At the same time, it should be stated that English banks, 
while very strictly fixing commercial and industrial credit in 
their native country, from the free resources which they had accu- 
mulated, before the war allotted vast credits to German banks, in 
this manner indirectly promoting the prosperity of German com- 
merce and industry. 

An industrial enterprise, although young, which enjoys the 
trust of German banks can continuously obtain large monetary 
advances for the acquisition of raw materials and the expansion 
of production on the basis of documents which serve as proof of 
acceptance for execution of solid orders in Russia or any other 
country, whereas the English industrialist must secure his bank 
credit with actual guarantees, extract his floating resources from 
the actual valuables of his fortune, and not from the moral 
appraisement of his personality by the banks. 

From the foregoing it may be concluded that adaptation of the 
English to the conditions and demands of the Russian market 
created by German competition in many respects lies beyond the 
sphere of the will and opportunity of individual firms and persons. 
Incidentally, considering the strong individuality of the Anglo- 
Saxon character, to advise slavish imitation of the German 
system, which in many respects does not enjoy the sympathy of 
the English, cannot lead to a practical solution of the question. 

In view of this, proceeding from the fundamental proposition 
that English commerce and industry wish to afford the Russian 
consumer the same benefits and indulgences that the Germans 
could give, we must define the path leading to realisation ‘of the 
projected aim, adapting ourselyes as far as possible to the pecu- 
liarities of the financial, industrial, and commercial organisation 
of Great Britain. The data above cited will facilitate considera- 
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tion of the necessity and propriety of the measures proposed 
below. 

In so far as the existing English banks find it impossible to 
depart from their traditions and pass from the principle of the 
allotment of credit on the basis of actual guarantees to credit 
based upon a moral aspect—i.e., trust--an outlet from the situa- 
tion would be the institution in England of a series of industrial 
regional banks with branches in all the industrial localities of 
England. The latter condition is justified in that for regional 
banks there is accessible a closer and more intimate tie with 
interested industrial enterprises which permits of more careful 
control and greater flexibility in realisation of the task of provid- 
ing extensive credits in conformity with conditions of trade in 
Russia. For this object also a certain specialisation of banks 
in more characteristic branches would subsequently be desirable. 
It must be supposed that practical realisation of this idea will not 
encounter special obstacles, seeing that the same banks will 
bring priceless benefit to British commerce and industry in trade 
not only with Russia, but with all the countries of the world. 
The foundation of this kind of banks must afford the more enter- 
prising elements of the English commercial and industrial spheres 
an opportunity of departing from the traditional and incontro- 
vertible rule of “cash against documents.” 

Concurrently with the foundation of the above-mentioned 
banks, it is essential to establish an Anglo-Russian Transport 
Company, the task of which would consist in the carriage of goods 
in the widest sense of the word from Russia to England and vice 
versd. This company, working on commercial principles and 
enjoying the co-operation of the Governments of both England 
and Russia in the sense of satisfying the needs of successful trade 
between both countries, should take upon itself the carriage of 
any goods from any place in one of the two States to any point 
of the other, with a guarantee of minimum freight, both railway 
and maritime, of all expenses, and even of Customs import or 
export duties. This measure must put an end to the second 
imprescriptible formula, “f.o.b. any English port” of almost 
every English commercial proposal. The above-mentioned com- 
pany, however, must not in any way enjoy special privileges, 
excluding the possibility of the inauguration of an entire series 
of transport enterprises of the same kind, which in their turn 
would specialise in the conveyance of cargoes in the most diverse 
directions, hitherto practised and possible hereafter in the trade 
of two States which possess almost two-thirds of the surface of 
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the dry land of the globe. On the contrary, in view of the capital 
importance of this question, it is desirable that the above-men- 
tioned company should form a nucleus for the institution of a 
series of other organisations pursuing the same object. In the 
projected company should participate both Russian and English 
navigation, insurance, and perhaps several of the existing Russian 
transport undertakings. A description of the practical realisa- 
tion of this idea, of course, would be too complicated and technical 
to enlarge upon further here, but it is necessary to point out that 
it is fully attainable, while even now it would be possible to decide 
the bases of such an organisation. In order to derive the maxi- 
mum utility from the services of the proposed transport com- 
panies, their organisation must be so complete that every Russian 
or English firm will be able in not more than two or three days 
to obtain precise data enabling it to offer its goods free to destina- 
tion to its foreign consignee, with a guarantee on the part of the 
transport companies of normal outlays for all carriage, trans- 
shipment, and every other operation, including duties. 

However ideal, nevertheless, the organisation of the proposed 
industrial banks in England, and of transport enterprises, we 
must not lose sight of the fact that many English firms, 
owing to insufficient acquaintance with Russia, will not be able 
independently to organise the sale of their commodities on prin- 
ciples that have already become customary in Russia, as men- 
tioned above. 

There is still greater reason to fear that British individualism 
frequently will not reconcile itself to the German system of repre- 
sentation linked with the allotment of credits by foreign factories 
to thousands of large and small customers, the verification of their 
credit capacity, and all the vexatious work foreign to the majority 
of English factories, as already described. Nevertheless, there 
is an outlet from this situation through the substitution, if neces- 
sary, of the system of representation by big regional purchasers 
on their own account from among existing Russian firms who 
will assume certain obligations according to the annual turn- 
over. 

Analogous agreements with foreign factories are willingly 
practised by Russian firms, and organisation of sale on these prin- 
ciples will not prove in any way difficult, especially for factories 
which seriously desire to adapt themselves to the requirements 
of the Russian market, both as regards prices and class of goods, 
with the object of developing a large sale in Russia. 

Simultaneonsly, the English banks, the desirability of whose 
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foundation with the object of financing industrial enterprises in 
England has already been mentioned, should participate, con- 
jointly with Russian capital, in the establishment of a Russo- 
English Export and Import Bank. The tasks of the latter, with 
branches in all the big towns of Russia, would be in the first place 
control, discount, and inkasso of bills of exchange issued to them 
by Russian distributing firms in payment for the deliveries of 
English purveyors and factories. This bank would keep watch 
over the credit capacity of distributing firms, recommend the 
choice of such, and regulate relations between both sides. Seeing 
that not every English factory would be destined to interest the 
bigger firms in all the more important commercial centres of 
Russia in the capacity of distributing agents, and that in many 
cases even smaller Russian firms entitled to confidence may prove 
more desirable middlemen, according to speciality, than the larger 
ones, the duty of the bank would be to guarantee the conscientious 
activity of these firms to the English factories. Special attention 
must be paid to consignment warehouses under the supervision 
of this bank and its branches. From these warehouses the bank 
could issue consignment goods to distributing firms in proportion 
to receipt from them of payments or the release of utilised credit. 
Incidentally, this bank with its branches would co-operate 
with operations for the purchase of raw materials in Russia for 
the needs of English factories by means of the financing of, and 
the issue of advances to, agriculturists and solid customers. 
Proper organisation of the bank in the shape of complete fami- 
liarity with English requirements as to quality, and with regard 
to sources of supply, coupled with knowledge of Russian conditions, 
could be of inestimable benefit, and in a short time smooth over 
and even wholly obliterate contradictions in methods and customs 
at present existing owing to the inadequate mutual knowledge 
of both parties. Nevertheless, the réle of a Russo-English Export 
and Import Bank would be far from limiting itself to the afore- 
said functions. On the favourable conclusion of the war, Russia, 
guided not only by purely politico-economic considerations, but 
also those of State defence, will have to exert all her efforts to 
engender at home a powerful industry embracing the most diversi- 
fied branches. The realisation of this task without the participa- 
tion of foreign capital will be difficult. Undoubtedly, it will be 
extremely desirable for Russia that, concurrently with the further 
development of undertakings with French capital and the capital 
of resuscitated Belgium, there should appear enterprises with 
English capital, in view of the assurance that by virtue of the 
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spirit of English culture these enterprises will pursue exclusively 
cultural-economic and not political aims, which latterly charac- 
terised German enterprise. 

At the same time, the Russo-English Export and Import 
Bank’s acquaintance with Russian conditions of manufacture and 
sale must serve as the principal link of that chain which will unite 
English capita] seeking investment with industrial enterprise, in 
the working of the hitherto uselessly dormant riches of Russia. 

The same bank could create a soil for the foundation of 
kindred institutions in Russia by existing big industrial enter- 
prises in England, promoting their development with capital and 
technical experience. This would also be appropriate from the 
standpoint of Russian interests, since it is known that many 
undertakings which have arisen in this manner—in the electric 
branch, for example—have brought about no small benefit during 
the war. 

Lastly, the Russo-English Export and Import Bank can play 
a big réle in the institution in Russia of large commercial com- 
panies for the export of eggs, butter, grain, herbs, for the breed- 
ing of cattle, poultry, the slaughter thereof, freezing and ship- 
ment to England, and for the exploitation of other innumerable 
resources of the Russian Empire. 

Of course, the programme here noted is only put forward in 
general outline, and is merely a starting-point in the practical 
realisation of the projected ends. 

Irrespective of measures in the creative sphere already enu- 
merated, the following steps are also indispensable :— 

1. That British trade, industry, and the banks should abandon 
their routine and conservatism in business relations with Russia 
and offer the Russian producer and consumer, if not greater, 
then at least the same benefits which the competitors of Great 
Britain will give them, both on account of export and import to 
Russia. 

2. The discontinuance of the issue by English banks of the big 
credits which before the war they gave to German banks, and 
concurrently the organisation in Great Britain of long-term com- 
mercial and industrial credit on broad principles. 

3. The establishment of the custom of making offers, as far 
as possible, in Russian currency, Russian weights and measures, 
and in the Russian language for purchases and sales in Russia ; 
while the introduction of the metric system of weights and 
measures both in Russia and England would be still more 
desirable. 
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4. Revision of the English cereal contract on principles con- 
forming to the interests of Russian export. 

5. The institution of regular express services between Russian 
ports, both northern and southern, and ports of the United 
Kingdom. 

6. The establishment at Russian ports of standardisation of 
Russian raw materials for export, in conformity with the demands 
of the British consuming market. 

7. The revision of Russian commercial legislation so as to 
adapt it to the requirements of the time, paying special atten- 
tion to laws standardising the liquidation of bankruptcies. British 
creditors, having thus greater guarantees, will more willingly 
and freely extend credit to their Russian customers. 

8. The engagement by English commercial and industrial 
institutions of persons familiar with the economic conditions and 
husbandry of Russia in the capacity of colleagues, and vice versa. 

9. The issue of works of reference and directories in English 
and Russian, embracing all the commercial and industrial life of 
. the two countries, with the addition of an agricultural section in 
the case of Russia. 

10. The institution in Russia of information bureaux with 
permanent exhibitions of articles the sale of which it would be 
desirable for English industry to carry on in Russia, and the 
institution of similar bureaux in England with samples of articles 
of export to Russia. 

11. Increase of tuition in the English language in Russian 
middle schools and of Russian in English schools. 

12. The despatch of Russian youths to England for practical 
training in commercial and technical professions, and similarly 
of English youths to Russia. 

13. The largest possible reduction of parcel postage and tele- 
graph rates between England and Russia. 

14. Constant mutual study and investigation of both countries 
by means of the organisation of professional, scientific, and 
tourist excursions. 

15. The purchase by Russian and English banks of the shares 
of Russian banks in German hands. 

Nevertheless, from the standpoint of Russian interests, the 
principal element in the effort to emancipate Russia from 
German influence must be the development of native productive 
forces and the creation of a counterpoise to the competition of 
German industry in the country itself. Russia is a young 
country with weakly developed industry which, in the presence 
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of incalculable natural riches, enjoys the most favourable oppor- 
tunities of flourishing after the war, given the extensive enlist- 
ment of the capital and technical experience of friendly nations, 
in a shape and within limits, however, which do not menace the 
fundamental national tasks. For this, of course, it is essential 
to remove voids and prevent fresh mistakes in the future com- 
mercial policy of Russia, on which we cannot enlarge in the 
narrow limits of this article. 

In connection with the forthcoming revision of commercial 
treaties, a question of capital importance is the amendment of 
Customs tariffs in accordance with a firmly projected and care- 
fully studied programme. By means of the detailed analysis of 
statistics of import of ready-made goods, the export of raw pro- 
ducts, and with regard to riches as yet unworked, it is neces- 
sary to determine: (1) which of the existing or of the lacking 
branches of Russian industry, with a capacity for development, 
ought to be protected unconditionally by means of increased 
duties ; (2) in what branches of already developed and established 
industry ought the rivalry of foreign import to be allowed, 
through gradual, cautious lowering of duties, with the object of 
further improvement and cheapening of basic materials indis- 
pensable for new categories of manufacture; (3) upon what 
foreign wares, primarily special machinery, apparatus, and agri- 
cultural implements, is it undesirable to impose high duties 
in view of non-correspondence between the benefits accruing 
from manufacture of such within the country and detriment to 
the development of other extensive branches of popular husbandry 
requiring these articles; (4) on what raw materials indispensable 
for industry, lacking in the country and irreplaceable by other 
domestic manufactures, should duties be rescinded altogether or 
reduced to a minimum. ; 

Simultaneously the future application of the most favoured 
nation principle must be submitted to serious consideration. 


Conclusion. 


The elements of economic development in Russia and Great 
Britain differ fundamentally. Both countries supplement each 
other in much. In view of this circumstance, while pursuing the 
realisation of the above-mentioned measures for an Anglo-Russian 
economic rapprochement, subject to observation of the principles 
we have just mentioned in the domain of Russian national 
interests, there cannot be any doubt that the more rapidly the 
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independent economic development of Russia proceeds, and 
together therewith the increase of the wealth of her population, 
the greater the prospects for English trade; Russia, too, in her 
turn, will derive inestimable benefit from closer community with 
the noble British culture. 
JuLES E. Gay 
(Member of the Committee of the Odessa Branch of 
the Russo-English Chamber of Commerce.) 
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but for his having obtained access to the ECoONoMIc JOURNAL he 
would not have understood the financial measures adopted in this 
country on the outbreak of the war. Similarly, those of our 
readers who have an opportunity of consulting Professor 
Jastrow’s treatise on money and credit in time of war may learn 
many particulars which, owing to the obstruction of the ordinary 
channels of information, have been unknown to or misunder- 
stood by competent English writers on these subjects. For 
example, it has been erroneously stated with respect to the extra- 
ordinary or emergency levy on property which was imposed by 
the German Government in 1913 that not a penny was paid. 
Whereas according to Professor Jastrow the instalments were 
duly and punctually paid (50). 

Particulars of the sort just instanced could not be reproduced 
within our space. We can only hope to present general proposi- 
tions, apergus, or synoptic views. Seen through coloured glasses 
these views may have been; yet seen from points new to many 
of us, and nearer the objects than the points of view to which we 
are accustomed. The diversified observations and reflections 
which such a survey will present do not lend themselves to a 
methodical arrangement. We may introduce a certain degree of 
order by proceeding from the more to the less exact and positive 
kinds of knowledge, from the science of wealth to the philosophy 
of well-being. 

We begin with the subject which of all those comprised in the 
most positive of the social sciences, namely, economics, is the one 
which admits of the most exact treatment, namely, money. We 
have before us at least three very high authorities on war finance. 
Dr. Riesser authentically describes financial arrangements of 
which he was a great part. Professor Jastrow shows reason to 
believe that the German war finance is not so absurd as some 
English critics would have us to believe. Thus, as to the much- 
derided Darlehenkassen, there is this much at least to be said in 
their favour : that comparatively little use has been made of them 
(as true now as when the author wrote). Alluding to the com- 
plicated structure of that loan fund, Professor Jastrow says cauti- 
ously, “I don’t think that there is any part of the construction 
which is not adequately secured. And I am far from disputing 
that this complicated arrangement is most ingenious (geistreich). 
Still, I am glad that our credit system is not based upon mental 
endowments (Geistesreichtum), but on more tangible assets” (29). 


1 A numeral in brackets throughout this article refers to the page of the work 
which the context shows to be under consideration. 
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To the criticism of an English writer that there was no founda- 
tion for the German financial system but confidence in the suc- 
cess of their arms, Professor Jastrow replies proudly that the 
critic is right. ‘We wish,” he says, “no other foundation for 
our economic life than the sure confidence that we shall weather 
(bestehen) this struggle. Our national credit in time of war is 
a main constituent of our faith in our country (ganz principiell 
ist uns der Kredit Bestandtheil des Vertrauens zum Vaterlande) ” 
(53). The credit of the Reichsbank, in particular the confidence 
in the “coined credit” formed by its inconvertible notes, is thus 
explained. The outbreak of war which threatened by a sudden 
shock to overthrow credit, set loose psychical forces which 
counteracted that danger. “To the security of our credit 
system there conduced all the feelings of inspiring faith that we 
experienced in those days, the quiet cheerful courage of the young 
men leaving for the Front, the tearless pride of the mother; the 
silent piety of the whole people. To appreciate the strength of 
credit one must appreciate the entire mentality (Stimmung) on 
which it rests” (7). Another well-documented and very luminous 
tract on the financial equipment of his country for the war was 
contributed by Professor Eulenburg at the beginning of 1915. 
Among the resources which he surveys, a prominent place is, of 
course, assigned to the national income and the national property 
(or capital, in Giffen’s phrase). The amounts may easily be re- 
membered by observing that they are of the same order as the 
corresponding quantities for the United Kingdom—absolutely and 
therefore less relatively to the population ; the German income, say, 
about £2,100,000,000, a little less than ours, the property about 
£16,000,000,000, perhaps a little greater. We have not quite 
followed the plans by which the author proposes to render avail- 
able some part of the national savings. He cannot be suspected, 
like some English Socialists, of conceiving that the national capital 
can be directly applied to the production of munitions. ‘The 
national property has only a potential or ideal value (nur irrealen 
Wert) ; it is fixed, and cannot be made liquid or circulating ” (35). 

That sparing is a great source of revenue is a lesson taught 
by many of our authors. Our own Economist could not more 
insistently deprecate expenditure on useless luxury. Alcohol, 
tobacco, perfumery, advertisements are mentioned among articles 
which could be spared—in short, all that a leading English writer 
on the relation of money to war describes as ‘‘futile frillings.” 
The Germans early experienced that maximum prices were not 
adequate to secure economy combined with equity. The rich man 
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might be able at the assigned price of corn, for instance, to feed 
not only himself but his pigs, while the poor man found himself 
in the condition which induced the Prodigal Son to think of 
returning home. But we are unable to add to the light which 
has been already thrown on this topic in the ECONOMIC JOURNAL, 
particularly in the last number (p. 140), since those of our authors 
who treat of rationing wrote before the more drastic forms of this 
practice were introduced. 

That resources for war are to be obtained by abstention from 
ordinary consumption is an old doctrine, well taught long ago by 
Chalmers. But Chalmers and the still older economists were not 
equally successful in answering the question: On what terms 
shall the State appropriate the resources thus made available? by 
compulsory taxation, or by a loan with future compensation in the 
form of interest? The older economists argued as if a war loan 
taken up by citizens were exactly on a par with a loan obtained 
from a foreign nation, or with the borrowings of an individual 
spendthrift. But the sacrifice of the future to the present which the 
analogy implies does not hold good, as Professor Pigou has lately 
pointed out (cf. Economic JourNAL, Vol. XXVI., p. 225). But 
though the roots of the old doctrine are thus cut away, yet, strange 
to say, it still bears fruit; our experts still hold to the old 
maxim, so powerfully enunciated by Gladstone, that it is prefer- 
able to tax than to borrow. In fact, the old conclusion has been 
grafted on new premisses; the tendency of loans to produce 
monetary inflation, the probability that the payment of interest 
will involve hardship to the poorer classes. This new reasoning 
commands our assent. Yet it is not so self-evident, not so 
securely established by universal consent, as not to stand in need 
of confirmation by comparison with the views of independent 
authorities. Now the German economists with few exceptions 
seem inclined to prefer borrowing to present taxation for pur- 
poses of war. Professor Eulenburg, himself no mean authority, 
refers, in confirmation of his own views, to Professor H. 
Dietzel, who might be described in our judgment as one of the 
acutest of living German economists. Professor Dietzel, in his 
tract entitled, Kriegssteuern oder Kriegsanleihen?, published in 
1918, advocates war loans as preferable in general to war taxes. 
He rests his case largely on the disturbance to industry caused by 
heavy taxation—much the same ground as that upon which 
Leroy Beaulieu condemns Macculloch’s suggestion that the 
whole cost to England of the war of the French Revolution might 
well have been defrayed without borrowing, or the proposal made 
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by a French politician after the Franco-German war that the 
whole of the indemnity should be discharged at once by one enor- 
mous levy. Dietzel’s conclusion is no doubt untenable in all its 
generality, in virtue of those recent arguments to which we have 
referred and other practical considerations. But his arguments 
may well affect some questions of degree ; whether, for instance, 
with reference to the colossal expenditure of the United Kingdom 
in the present war the proportion raised by present taxation, say, 
about 20 per cent. of the total expenditure, is so culpably deficient, 
compares so unfavourably with the proportion of 50 per cent. 
attained in some former wars, as our English authorities seem to 
take for granted. At least we are entitled to suspect arguments 
which leave out of account two essential factors: the degree in 
which the method adopted for raising the loan produces mone- 
tary inflation, and the distribution of taxation for payment of 
interest compared with the proportions in which different classes of 
the community have taken up the loan. Suppose, for instance, as 
was true at the date when Professor Jastrow wrote, that half the 
German loans have been contributed by persons with less than 
£1,000 a year; if half the future taxation is raised from that 
section of the population and as far as possible from each 
stratum in proportion to the contribution which it made to the 
loans, where is the great, or rather where is the inequitable, 
hardship to the poorer classes—apart from the consequences of 
changes in the level of prices. It is fair to add, when appealing 
to the authority of the German economists, that they have more 
or less distinctly in view the possibility of covering the expendi- 
ture on war by indemnities levied on the conquered. “It is really 
superfluous,” says Professor Eulenburg, “to trouble our heads 
beforehand about the matter”—the imposition of taxes for the 
payment of interest on the war loan—‘“since all must depend 
upon the indemnity ” (34). 

Taking for granted that the financing of the war will not 
begin till after the war, Professor Mombert inquires what the 
character of taxation should be—as to its general features, for 
it would be premature to discuss particular taxes. He has pro- 
duced a disquisition which may be described as sound and credit- 
able, but somewhat affected by the common fault of German 
economic writing, the tendency to dilate upon the obvious. 
Among more than forty pages of generalities we have found only 
two ideas which call for notice here. One of these seems not a 
very good idea, namely, the proposal to tax by preference raw 
material with a view to encourage economy in the use thereof 
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(32). This proposal appears to us open to the objections which 
Leroy Beaulieu has directed against Macculloch’s theory that 
taxation induces manufacturers to be more efficient. Macculloch 
was not indeed, if we remember rightly, referring to raw material 
so much as to later stages of production. But the objection is not 
quite parried by this circumstance. Leroy Beaulieu admits as 
against this case the instance on which Professor Mombert sets 
great store, namely, the encouragement to the production of beet- 
sugar incidentally caused by the virtual taxation of the raw 
material. But the instances adduced are not sufficient, thinks 
Leroy Beaulieu, to prove a general theory. Professor Mombert 
makes a second proposal which would have appeared to the older 
economists as heterodox as his first, but which is now becoming 
fashionable, the proposal to encourage the growth of population 
by means of taxation. 

The last subject is further considered by Professor Mombert in 
his treatise on the policy to be adopted with respect to the popu- 
lation question after the war. He elaborates a theory of popula- 
tion which in its broad lines may be regarded as coincident with 
that which Dr. Marshall has made familiar to the English 
reader ; that in virtue of the law of increasing returns, increase of 
population is desirable, provided that it is not seriously counter- 
acted by the law of decreasing returns—provided that, in our 
author’s phrase, there is an adequate Nahrungsspielraum. Subject 
to this proviso, Dr. Mombert seems to desire increase of popula- 
tion for much the same reasons as the mercantilists of old. Like 
Bishop Berkeley, he wishes for a country full of inhabitants ; but 
he perhaps differs from the Bishop in laying more stress upon 
power than on plenty as the aim of population policy. He would 
certainly give the answer which the Querist expected to the ques- 
tion : ‘“‘Whether the public is more concerned in anything than 
the procreation of able citizens?”” But the hint dropped by the 
speculative Bishop when he alludes to the breeding of Barb and 
Arab horses finds no echo in the sober counsels of the German 
statistician. No countenance is here given to the surmise that the 
docile German people will adopt some new variety of marriage- 
law calculated to repair the losses both in the number and in the 
quality of the population caused both by the direct loss of men in 
war and by the effect of that loss upon succeeding generations. 
Professor Mombert’s recommendations are mainly based on the 
now generally accepted principle of equal sacrifice in taxation, that 
the burden should be lightened for those who have undertaken the 
charge of families. He makes several suggestions for carrying out 
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this principle ; for instance, that the increase of salary which now 
accrues to Government officials after a long term of service should 
come for those who have families at a time when the expense of 
bringing up a family presses most heavily (75). Again, married 
women should be more largely employed by the Government, par- 
ticularly in education, their hours of work being reduced by a half, 
so as to permit. of their attending to home duties (84). The 
additional cost involved in these arrangements is to fall on the 
unmarried. 

For the purpose of staving off the law of diminishing returns, 
and enlarging the Nahrungsspielraum, there are some proposals 
for increasing cultivation which might reward the attention of our 
legislators. He makes one suggestion which would hardly be 
expressed so openly by a writer of any other nationality, namely, 
that the German population, relatively to its rivals, should be 
augmented by taking territory from their enemies and adding 
it to their own : “‘as we hope and expect as a consequence of the 
present war” (111). Hunger, he observes, referring to the his- 
torian Dahn, was the main motive of the barbarian invasions of 
the Roman Empire. “When people now in the present san- 
guinary conflict of nations speak of the German people’s struggle 
for existence, this only means the fight for Nahrungsspiel- 
raum” (56). 

The matter is put more explicitly by Dr. Prange. Surveying 
the territory of Germany’s great Eastern neighbour, he points 
out the proportions in which the fertile soil described as “black 
earth,” abounds in Russia. How nice it would be, he says in 
effect (105), if Germany had some of that black earth. He quotes 
with approbation Gentz, an author who flourished at the end of 
last century. ‘The Russian people is not competent to cultivate 
the enormous extent of land which it has occupied ; we need this 
land, and if we possessed it would soon put it to its best use. We, 
as a nation, suffer from an hypertrophy of brain; we have an 
excess of intelligence, of talents (Geistern) which are suited for 
leading others, for conducting useful undertakings; an excess 
which if not employed runs into moral and political extrava- 
gances. The Russians, on the other hand, need strong, intelli- 
gent, faithful leading ; it is as much a necessity to them as their 
daily bread; in fact, it is only by such leading that they can be 
certain of obtaining their bread. There are no two people on 
the earth that stand so mutually in need of each other. If ten 
million Germans flowed into Russia, both people would be 
benefited... What prevents us? Is it reverence for Tsardom 
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and its Bureaucracy? Has any brave people ever let itself be 
kept back by reverence for any kind of Majesty from getting 
for itself what it needed and to which it had a well-grounded 
claim? Were our German ancestors deterred by the reverence 
which they really felt for the Roman Empire, which was 
really deserved by the Empire, from sending their super- 
abundant youth with mailed fist (mit gewaffneter Hand) beyond 
their boundaries and denianding land? . . . Barbarians were not 
afraid to break up (aufzulésen) a highly civilised, highly cultured 
(um die Kultur hoch verdienter) Empire, and shall we, who 
bring civilisation (Kulturbringer), shrink from the necessary 
expansion? (128). . . . Otherwise, alas! for our posterity, and 
well for the man who is childless ” (134). 

To the economist brooding upon the doctrines of Mill and 
Malthus there is here revealed a cause of war far deeper than the 
incidents upon which popular imagination fastens, the folly of 
an emperor or the mistake of a diplomatist. Not even the change 
of heart which is properly preached as an essential condition for 
ensuing peace would alone suffice to annul this cause of war. 
Against an enemy minded as there is reason to believe ours is, 
what would it avail to follow the advice of our pacifists, as thus 
expressed by the ablest and most outspoken of them? “If the 
Germans, instead of being resisted by force of arms, had been 
passively permitted to establish themselves wherever they 
pleased, the halo of glory and courage surrounding the brutality of 
military success would have been absent, and public opinion in 
Germany would have rendered any oppression impossible. As 
between civilised nations, therefore, the principle of non-resist- 
ance would seem not only a distant religious ideal, but the course 
of practical wisdom” (The Honble. Bertrand Russell, Inter- 
national Journal of Ethics, January, 1915, pp. 39-40). 

It is a remarkable but hardly regrettable incident of our com- 
plicated nature that the virtues which war is apt to develop 
flourish, notwithstanding a taint of injustice in the originating 
cause of a war. Almost all our authors testify to the moral 
awakening which Germany has experienced; to the industry, 
thrift, patience, union of purpose and feeling, and other fruits 
of the spirit which patriotism, evoked by war, has promoted. 
A particularly striking and beautiful testimony to the loyalty of 
the German working classes is given by Professor Brentano in the 
brochure with which he inaugurated the second anniversary of the 
declaration of war (10). Many of our writers anticipate political 
changes in the direction of greater liberty. Dr. Sering elaborates 
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a philosophical parallel between the Kriegssocialismus which has 
been brought about and the moral—as well as economic—condi- 
tion of Fichte’s “Closed Commercial State.” 

It is not to be supposed that the bulk of patriotic Germans are 
conscious of being “out” to take their neighbour’s territory. 
Their state of mind is, no doubt, not so well represented by the 


passages which we have cited from Dr. Prange as by some earlier 


passages in which he describes England as having, in her own 
selfish interests, engineered the war on Germany. He traces the 
aggressive spirit of England from the time of Henry VIII. to 
that of Edward VII., with the aid first of Rogers and afterwards 
of his favourite author, Jentsch. These authors, especially the 
latter, are cited to show that England’s boasted wealth was ob- 


tained, not by work and saving, but by robbery and exploitation. — 


Why talk of the horrors of the Inquisition? The Spanish torture 
chambers cannot compare with the English factories (19). The ill- 
treatment of the Irish and the exploitation of the American colonies 
are brought up against England. This enumeration of our 
country’s misdeeds in the past affects us like the torrent of abuse 
which now, as in the days of Homer, may be heard in a back 
street poured forth by an angry scold—‘“‘partly true and partly 
false,” as the poet who knew human nature so well observes 
through the mouth of his most sensible hero. It is always pos- 
sible to attribute bad motives ; for instance, to our conduct in the 
Napoleonic war, if with Dr. Prange we take our interpretation 
from Napoleon’s utterances at St. Helena! (61). 

Our readers may perhaps suppose that Dr. Prange—though a 
high authority on insurance and a very competent economist— 
cannot be taken as representative of German thought. But other 
better known writers adopt a similar tone with respect to the part 
played by England. One only of our authors, one whom we 
should describe as a man of light rather than of leading, Dr. 
Peter Schmidt, holds the balance pretty evenly between the rivals 
whose race for zones of influence led to this world-wide struggle 
for economic power, this Weltwirtschaftkrieg. That was the 
ultimate cause, he thinks ; who put the last drop into the overfull 
vessel of wrath is angrily disputed. The better known Dr. Riesser 
is less moderate. In the manner of Dr. Prange he rakes up “old, 
unhappy, far-off things” to the disparagement of this country. 
Coming to recent times, he affirms that in the Boer War some 
1,400 women and children, being put upon half rations in the 
notorious concentration camps, perished by a miserable death 
(Man wiisste dass . . . England . , . §28 Frauen und 866 Kin- 
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der hatte jammervoll unkommen lassen). He makes great play 
with the Belgian treaty of 1906 to the effect that “England... 
without violation of the neutrality of Belgium by Germany, and 
even without the consent of Belgium, would let her troops land in 
Belgium.” Plunging into the negotiations before the war, Dr. 
Riesser emerges with the proof of Grey’s shocking duplicity (wid- 
erliches Doppelspiel). 

More sensibly Professor Brentano tells his Zurich audience 
not to be afraid of his troubling them with the contents of 
Blue-, Red-, Green-, Yellow-, Grey-, or White-Books. None of 
the belligerent nations, in his opinion, has reason to be proud of 
the services of their diplomatists. But as to the deeper causes 
of the war he fully believes in the “encircling policy” (Hin- 
kreisungpolitik) of Edward VII. (12, 22). He complains of the 
policy adopted by William III., which made England the tongue 
on the balance of European power (16). But surely William ITI.’s 
promotion of the coalition against France admits of a more favour- 
able construction than that it was merely a policy of encirclement 
in the interests of England. Even Mr. Bertrand Russell admits 
that we were justified in inclining the balance of power against 
Louis XIV. (Social Reconstruction). 

Abominably as England has behaved, according to Professor 
Brentano, he yet warns his countrymen against prejudicing their 
commercial interests by the indulgence of hate. He well re-states 
the free-trade doctrine that the home country should not injure 
itself in order to spite the foreigner. Besides, trade wars lead to 
real wars. A tragic picture of the calamities caused by the war is 
reproduced from a contemporary publication. There is shown 
as in a vision an almost interminable procession, a column march- 
ing four abreast consisting of all the victims of the war: the 
dead, the wounded, the invalided, the imprisoned, the exiled, 
the famished, the bereaved. . . . The column, marching night 
and day, would take many weeks to pass. That small fraction of 
it which consists of the only sons (of all countries) killed in the 
war would take twenty-four hours to march past. Such being the 
horrors of war, and seeing that it is the tendency of trade boycott 
to produce war, how bad and mad are the resolutions adopted by 
the Conference of Paris last year! 

These reflections appear to us in the main just. It is candid of 
the German professor to admit that ‘“‘the trade policy to which 
Germany has been devoted for more than three decades has essen- 
tially contributed to produce an increasing following in England of 
that encircling policy of Edward VII. which was directed against the 
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German trade policy ” (22). ‘There is only one means,” he finely 
says, “of assuaging hate and thereby obtaining peace, a durable 
peace : for the future to abandon all trade enmity and the means 
by which it is subserved”” (23). It should be observed, however, 
that he has not quite done justice to the motives of those free- 
traders who took part in the Conference of Paris. The danger 
which they had in view was not the bogey of the common protec- 
tionist, not the action of normally competing merchants, but 
“dumping” or some other form of “penetration” engineered and 
subsidised by a hostile Government acting in monopolistic fashion, 
like a Trust when it “freezes out” its rivals. The impartial Fiscal 
Blue Book [Cd. 1761, p. 296], which was published in 1903, re- 
cognised this case as exceptionally dangerous, but had no evidence 
that the case then actually occurred. It will not be irrelevant here 
to mention another case in which resort to the weapons of economic 
warfare may be justified. It may be used as the sanction of 
an international agreement such as that which has lately been 
proposed, under the title of Enforced Peace, by several distin- 
guished American statesmen and philosophers, including Presi- 
dent Wilson. “The signatories,” so runs the programme, “shall 
use both their economic and military forces against any one of 
their number that goes to war or commits acts of hostility against 
another of the signatories before any question arising shall be sub- 
mitted ’—for discussion, as provided in the context. 

Our German authors do not concern themselves about leagues 
of peace. But they make some suggestions bearing on a con- 
nected topic : the revision of international law. Professor Bren- 
tano insists strongly on the freedom of the seas, the immunity 
of merchant ships (not carrying contraband) from capture by an 
enemy. But he hardly realises the difficulty which an English 
patriot feels about entering into an agreement for this purpose 
with a Power so strong and so unscrupulous as Germany. 
The difficulty is well stated by Professor Muir in the current 
number of Scientia. This is not the place to discuss whether on 
this question we should side with those whom Professor Brentano 
describes as the inheritors of the mantle of Cobden and Bright, 
“‘men like Charles Trevelyan, Ramsay Macdonald, Arthur Pon- 
sonby, and the distinguished English authoress, Vernon Lee,” 
or rather with John Stuart Mill, regard the proposal as “the 
abandonment of our chief defensive weapon, the right to attack 
an enemy in his commerce” (Times, March 11th, 1871). In this 
connection we ought also to mention Professor Jastrow’s not 
intemperate protest against the prohibition instituted by the 
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British Government of payments to “alien enemies.” He admits 
that this is in accordance with English law, but he never expected 
that so bad a law would be carried out (45; ef. Archiv fiir Soziale 
Wissenschaft, 1916, Kriegsheft 4, p. 538, by the same writer). 

These topics will not appear too remote from economics by 
those who recognise analogy between industrial disputes and 
international conflicts. The analogy is conspicuous in the pro- 
gramme of the American league to which we have referred. Its 
fundamental proposal is exactly parallel to a plan which is now 
becoming generally accepted with respect to industrial disputes ; 
which is thus recommended by the Report of the Industrial Coun- 
cil, 1913 [Cd. 6952], “that there shall be no stoppage of work or 
alteration of the conditions of employment until the dispute has 
been investigated by some agreed tribunal and a pronouncement 
made upon it.” 

We could wish to have heard one of our authors, Professor 
Voigt, upon this topic. He has, however, chosen a different 
subject, pointing out with great ability as against Professor Jaffé 
(cf. Economic JOURNAL, Vol. XXV., p. 449) and other contem- 
porary writers that the war has not introduced any essentially new 
economic principles, none that were not familiar to those who had 
studied the history of sieges and other periods of emergency. He 
would, no doubt, endorse Professor Pantaleoni’s dictum that the 
war presents many recent, but not any new, economic phenomena. 
The transient phases of war socialism and war economics (Kriegs- 
sozialismus, Kriegswirtschaftlehre) will pass with the return of 
peace, some ordinary blend of individualism and governmental 
intervention succeeding. 

The reason why we had wished to hear Professor Voigt on the 
subjects of industrial conciliation and international peace is that 
he is the one German author known to us who is conversant with 
the modern analysis which is applicable to transactions between 
self-interested parties, whether with or without competition. In 
fact, he independently struck out, as noticed in a former number 
of the Economic Journau (Vol. IV., p. 202), a portion of that 
- analysis which Professor Pigou has employed with success in his 
Industrial Peace. Some notion of this abstract doctrine—of its 
tendency to clarify intellects and cool animosities—may be 
gathered from the less severely abstract theory propounded by 
Professor J. B. Clark in Scientia (1916), referred to in the 
EcoNoMIc JOURNAL, Vol. XXVI., p. 409. 

Professor Clark, in the important contribution which he makes 
to the volume entitled Industrial Peace, makes an observation 
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which is relevant to the present study. He does not look for the 
entrance of Germany in the near futuré, at least into the new 
league. “There would be very little coherence in any single body 
in which both the Teutons and the Western Powers were com- 
bined.” The combination might be illustrated by “a temple of 
peace in which sticks of dynamite were inserted between courses 
of stone.” But we are not precluded from hoping that even Ger- 
maby might ultimately take this very modest step in the direction 
of minimising war. For this mere beginning of a better age 
would not mean Utopian abandonment of all wars, any more than 
the parallel industrial arrangement would preclude all strikes. 
Some strikes would be averted by the parties coming together and 
settling their differences by discussion. Strikes started without 
warning, as by workers in works of public service and utility, 
would be penalised. Analogously the potential bloodless war 
which Mahan contemplates (Armaments and Arbitration, pp. 56, 
64) would often take the place of actual fighting. Also, invaders 
who should steal a march on an unsuspecting neighbour would 
incur the hostility of the leagued nations. But this first step 
towards improved international relations might be adopted by a 
nation which believed that right rests ultimately on might, and 
that it is normal to seek aggrandisement by war. They would 
not renounce deliberate exercise of force. The barbarian invaders 
of the Roman Empire, who are so much admired by their modern 
descendants, would not have been permanently held back by such 
a treaty. The rivalry of Rome and Carthage might still have sub- 
sisted—with some mitigation probably—notwithstanding an agree- 
ment that before going to war the rivals should submit their 
differences to a council. The curse of the Carthaginian Queen— 
nullus amor populis—will, indeed, long rest upon the modern 
rivals. But we are compelled to add: nec fadera sunto. 
F. Y. EDGEWoRTH 
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England’s Financial Supremacy. A translation of ‘‘ Die englische 

; Finanzvormacht : England’s falsche Rechnung : Deutschland f 
und die Erbschaft der City,” from the Frankfurter Zeitung. 
With introduction and notes by the translators. Pp. xv +106. 
(Macmillan and Co. 1917.) 


THIS is an interesting volume not so much on account of the 
views expressed by the great Frankfort journal on England’s 
economic position and the London money market as on account 
of admissions and confessions made as to the shortcomings of 
the Berlin market and the German monetary system. The 
articles were published in November, 1915, to encourage the 
German people, and they were therefore written in a hopeful 
and almost triumphant strain which could not have represented 
the real frame of mind of their author, who is evidently a person 
of ability and experience. They were, in virtue of their inclu- 
sions and omissions, more of the nature of a polemical pamphlet 
than a scientific analysis of the economic effects of the war on 
this country. The translators, whose names are not divulged, 
give him more than his due in saying that the writer “makes an 
attempt to express his facts fairly”; in reality he merely 
does his best to convey the impression that he is giving them 
fairly. His speech for his client is clever and audacious, and no 
doubt sounded plausible in Berlin in November, 1915; but it is 
the fate of polemical literature, even when good of its kind, to 
lose its point after a short lapse of time. There is in these pages 
a good deal of more or less vaguely confident prediction which 
the author of the articles would probably prefer not to have re- 
{ called to his attention, now that it has served its purpose. In 
| view of what happened not long after he wrote he was unlucky 

in his assumption that the temporary failure of our loan negotia- 
tions in New York in the autumn of 1915 was a terrible blow 
for the Allies, and that it justified him in saying that “if the war 
does not end in a few months the most important conditions of 
England’s supremacy will have disappeared.” 

One of the bugbears of the writer is the “bill on London.” 
He harps constantly on the degradation to which Germun mer- 
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chants in South America and most other places have to submit 
in financing themselves by this hateful instrument ; a bill drawn 
in marks on Berlin is what he would like to see in use for all 
German foreign business. He complains further that besides 
financing trade London “acts as agent for the satisfaction of 
speculative instincts,” by which he means that London “puts up 
raw material to, auction and London sells a great part of the 
world’s finished products.” And in London also is the most 
cosmopolitan stock market in the world. All this is true, and it 
may be natural that a German, being what he is, should dislike 
it; but what is strange is that a highly intelligent person well 
informed as to all the facts of the situation should have tried to 
make his fellow-countrymen think that the result of the war will 
be to enable Germany to alter the existing conditions in her 
favour. We do not believe that he himself really expected any- 
thing of the kind even when he wrote these articles, more than 
eighteen months ago, and if he expected it then we may be sure 
he does not now. If after the war London is unable to recover 
its international position entirely, it will not be Berlin but New 
York that will take up what we may have had to drop. No 
doubt it was easier in 1915 than now to take a sanguine view 
of German prospects, to bleat of the wonderful results produced 
by the Zeppelins, of “the depreciation of the pound sterling,” 
and of British humiliation in asking for money in the United 
States. The writer, no doubt with his tongue in his cheek, was 
not above telling his more credulous readers that the “important 
work” of preparing Germany for peace by counteracting the 
“temporary further depreciation” of the mark “will, it is true, 
be made considerably easier through the payment of an indem- 
nity.” Even in November, 1915, this must have seemed an over- 
crude attempt at pulling wool over their eyes to all but the most 
ignorant. The “collapse of the English gold market,” due to 
our alleged failure to maintain the free export of gold, was quite 
a plausible story, if nothing was said about the Bank of England’s 
arrangements for allowing most of the gold usually sent to London 
to remain in its country of origin, subsequently drawing on it, 
and having it sent wherever it was required to meet drafts. 

But the writer of the articles evidently knows his subject 
much better than might be supposed from a perusal of the trash 
he serves up in the first two-thirds of this volume. It would 
almost seem, to judge by the final portion of it, that having 
satisfied his military and political masters in Berlin by compiling 
pamphlets that might help the sale of the German war loans, he 
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was determined to relieve his mind by letting sensible people know 
what he thought, and doubtless still thinks, of the banking and 
monetary legislation under which German business men have been 
content to live. On this subject he is marvellously outspoken. Eng- 
land, we learn, is on the road to ruin, but “it is Germany alone 
which will be able to destroy one of the most powerful elements of 
British strength; that is to say, the superfluity of Germany’s 
own errors and omissions.” And then our author enters con 
amore into a description of these “errors and omissions,” most 
of which have been long ago pointed out by economists in this 
and other countries, whose observations have usually been scoffed 
at in Germany as the result of mere envy of that paragon among 
nations. But there was always a minority who knew that these 
criticisms were true, though they dared not say so openly. They 
knew, in the first place, that the Berlin money market could never 
rival that of England until it became a free gold market, and that 
until that event the “Mark bill” could never oust the pound 
sterling, or even the franc ; that until the German stock exchange 
regulations were modernised much German business in securities 
must continue to be done in London; and that unless the law 
forbidding time dealings in commodities was rescinded—a law 
enacted in the supposed interests of the Agrarians, that is, the 
landowners—German merchants would have to go on visiting 
London, Amsterdam, and other foreign markets in order to 
operate in cotton, copper, coffee, etc. 

All these matters and several others are specified as needing 
attention from the German Government by the author of these 
articles. He envies us our credit system which gives us lower 
interest rates than rule in Germany; and he adds that “in this 
respect the far-famed German talent for organisation almost com- 
pletely failed.” This remark, however, coming from a man of 
much insight, goes far to explain why the German credit system 
is so unsatisfactory. The writer of these articles evidently does 
not realise that a credit system cannot be ‘ 
organises itself if the conditions for it exist. Such a system as 
ours cannot exist in a country like Germany, which is Govern- 
ment-ridden from top to bottom. Organisation from the top 
downwards can do some things well, but this is not one of them. 
The writer grieves over the failure of the cheque in Germany, 
and he thinks he knows why the cheque legislation of 1908 failed ; 
it was, he says, because the Government imposed a cheque stamp 
too soon after the cheque had been legalised ; this piece of “clumsy 
amateurish” legislation made the cheque unpopular; as if this 
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would have stopped the use of cheques had the conditions been 
favourable! The truth is that there is only a small cheque 
circulation in Germany because there are no deposit banks of 
the type which has grown up here. The experiment was never 
given a fair chance by the banks, many of whom complained that 
they were constantly being called upon to pay cheques over the 
counter, and that they were drawn for such small amounts as 
to be a nuisance. The British banks got over all that nonsense 
long ago, realising that the sound policy was to give every facility 
to the customer. But one cannot expect a German official to 
understand a thing like that. The only remedy suggested for 
the conduct of the customer was that anyone cashing a cheque 
should be made to pay a duty! The writer approves of this idea, 
which is characteristic of a country where even in peace time it 
is considered the function of the Government to tell the individual 
how to carry on his business. That the Reichsbank should have 
been hostile to the new form of circulation—because it would 
compete with its own transfer system, the giroverkehr—is natural ; 
such opposition to reforms is experienced from Government 
departments in all countries. But the writer actually dares to 
make another complaint against the Reichsbank, viz., that it 
has been afraid to sell gold for export when the exchange required 
it, and would not allow other banks to export it. He says: “In 
the future we hope that the Reichsbank will adopt a more liberal 
policy, and will realise that its reserve is large enough to allow 
it at any time to export gold in order to meet all movements of 
the exchange.” Poor Reichsbank! At no time even before the 
war could it have safely acted on the policy thus glibly suggested 
to it; its position after the war will be such that even the vainest 
or most reckless of German critics will not dare to think of such 
a thing; the “reputation of the mark” will have to be cared for 
at home as well as abroad; unless, of course, that famous indem- 
nity is handed over by the Entente Powers to a victorious Ger- 
many. The writer has also come to the conclusion that the 
grandmotherly superintendence of the Berlin Bérse, which 
Germans used to be told to admire as saving them from risky 
investments, has put a stop to a great deal of sound business, 
and even, apparently, prevented support coming to the German 
colonies such as came to Rhodesia through the Chartered Com- 
pany. He regrets that securities which give “full play to the 
imagination” have been banned so ruthlessly by the paternal 
wisdom which resides in die Regierung. 
WYNNARD HOOPER 














ed 











1917] MUKERJEE: THE FOUNDATIONS OF INDIAN ECONOMICS 255 


The Foundations of Indian Economics. By RADHAKAMAL 
MouKERJEE, M.A. (Longmans, Green and Co. 1916. Pp. 
515+xxili. Price 9s. net.) 


Mr. RADHAKAMAL MUKERJEE, who is a Professor of Economics 
in a Bengal College, has written an interesting book. Patriotism 
has led him to paint the moral and material results of the existing 
Indian social and economic organisation in too bright colours, but, 
generally speaking, he has himself furnished the means for cor- 
recting the picture. To quote a single instance, the statement on 
p. 327 that “the middleman, the trader, or the moneylender, in 
their dealings with the craftsman, are always straightforward. 
They do not exploit the labourer, but maintain- him,” may be 
compared with the author’s own remarks elsewhere (é.g., on 
pp. 168 and 378). 

If the virtues of India are overpraised, the West is not fairly 
treated. One may have a lively perception of the evils of un- 
bridled individualism and unlimited competition, and yet fail to 
recognise the portraits of the economic conditions prevailing in 
European countries drawn on p. 453 and elsewhere. Our indus- 
trial methods have infected our public and private morality, and 
“created the modern contrasts between ethics and business 
morality, between ethics and statecraft and diplomacy.” For the 
former we may recall Lecky’s contention that, while the develop- 
ment of commerce is accompanied by painful examples of low 
morality, it has on the whole promoted the habit of truth, because 
a reputation for truthful dealing is a valuable business asset. As 
regards the latter we may well ask whether the statecraft of the 
rulers of the industrial Italy of to-day is morally below or above 
that of Cesare Borgia and Lodovico Sforza. 

The desire to replace imports of manufactured goods by home- 
made products is natural and praiseworthy, and, as Mr. Mukerjee 
has noted, Indian public opinion is strongly protectionist. It is 
doubtful whether he himself has much faith in this expedient. 
But he seems quite prepared to put restrictions on food exports 
in the supposed interests of the Indian consumer. For he holds 
that “unfortunately in our country our internal trade guided by 
foreign merchants is gradually tending to exploit our agriculture 
in the interests of foreign countries. The exports of rice and 
wheat have been steadily increasing, while their production has 
not extended in the same proportion. . . . In the eleven years 
ending 1911 the increase of exports of rice and wheat has been 
steady and continuous with but slight fluctuations even in famine 
No. 106.—vo.. xxvit. 8 
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years. . . . But the areas under rice and wheat have not increased 
in the same proportion.” The figures quoted on p. 309 in sup- 
port of this contention might rather be used to prove the contrary. 
The exports of wheat in the cycle 1901-1911 have ranged from 
2'1 millions of hundredweights to 43 millions, or in the proportion 
of 1:20. In a country where the areas sown and harvested 
vary so widely -with the character of the seasons it is useless to 
compare agricultural data for single years. But omitting 1908, 
a year of abnormally low exports, in order to give the author’s 
argument fair play, we get the following average of figures for 
two cycles of years :— 








Exports. Areas. 
Period. Rice. Wheat Period. Rice. Wheat. 
1901-1905 43°76 21°04 1901-1905 71:6 21:7 
1906-1911! 43-3 21°41 1906-1910 75°9 22.4 


1 Omitting 1908. 


It seems paradoxical to assert that in ordinary years any 
artificial restrictions on exports would be for the benefit of the 
agriculturists of India, while three-fourths of its people are depen- 
dent on the cultivation of the soil in a greater or less degree. 
Undoubtedly higher prices of agricultural products are unpopular 
in towns, and many of the villages, owing to their ignorance and 
indebtedness, lose much of the benefits of having a European 
market. The remedy is to be found in the measures now in 
operation, the extension of which the author advocates, for the 
delivery of the peasant from his enslavement to the moneylender. 
It is true that abnormal conditions may prevail, as at the present 
moment, when authoritative restrictions on export are required 
in the interests of the Indian population, and it is quite conceiv- 
able that such conditions might arise even in times of peace. But 
Mr. Mukerjee’s argument goes far beyond that. Holding the 
views he does, it is not surprising to find him opposed to further 
extension of railway communications, and asserting that ‘more 
lines do not mean greater immunity from famines; they mean 
greater facilities for exploitation, which is the cause of famines.” 

Whatever may be thought of these economic eccentricities, the 
volume contains much valuable matter, and its appearance, when 
a Commission is engaged in investigating the question of the 
industrial development of India, is timely. Book II. consists of 
a careful survey of village occupations, arts, and crafts. The 
materials are naturally drawn from Bengal, but here and in other 
parts of his work the author seems occasionally to forget that 
Bengal and India are not convertible terms. His conclusion that 
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there is still room for handloom weaving in the production of the 
coarsest and finest fabrics, but that it cannot compete with 
machinery in medium qualities, is interesting. He sees that the 
future of the leather industry is mainly in the factory, and that 
the village blacksmith must make way for the iron manufacturer. 
But the bell metal industry and the goldsmiths’ craft should 
survive. q y 

Book III. and the first two chapters of Book IV. deal with exist- 
ing Indian credit and trade systems, the latter of which, as regards 
ethical results and effect on the welfare of the masses, the author 
holds to be very superior to the industrial organisation of the 
West. However this may be, everyone can sympathise with his 
desire that cottage and workshop industries should not be super- 
seded by the factory except to the extent that modern conditions 
render inevitable. The transition is bound to be accompanied with 
a considerable amount of suffering, and in India it is undesirable, 
even if it were possible, to hurry the process. The real obstacle 
to the development of large industries is not the absence of fiscal 
protection. Labour is cheap but inefficient, and the native supply 
of foremen and managers has still to be created. As the author 
perceives, the first step required is a thorough overhauling of the 
educational system, which produces a superabundant supply of 
clerks, but very few lads with any ambition to turn themselves 
into skilled workmen. Joint-stock enterprise is hampered by lack 
of mutual confidence and by the inexperience, and sometimes also 
the dishonesty, of managing bodies. A heavy burden of responsi- 
bility lies on Government to ensure decent housing conditions, 
otherwise any rapid increase of factories will be accompanied by 
the physical and moral evils which Mr. Mukerjee foresees. 
' He points out that the extent to which even in England pro- 
duction is carried on in small workshops is often under-estimated, 
and he quotes interesting figures to show how strong the position 
of home industries is on the Continent. His conclusion is that in 
India there are many branches of production well suited to the 
workshop; that here “there is a rich field for the investment of 
capital for our middle classes”; and that educated young men 
will find the management of such workshops “good training for 
larger ventures in the way of big factories.” This is sound advice. 
He sees that in the case of cottage industries improvement depends 
on the degree in which co-operation is adopted as a means of pro- 
viding the artisan with (a) cheaper credit, (b) better tools and 
better and cheaper raw materials, and (c) better terms of sale. 
Government has done much in the last twelve years to encourage 
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co-operative credit, and increased attention is now being paid to 
co-operation for the purposes of purchase and sale. 
The book is adorned with excellent illustrations, and dis- 


figured by an unusual number of misprints. 
J. M. Dovir 


Economic Protectionism. By JOSEF GRUNZEL, edited by Eugen 
von Philippovich. (Oxford: the Clarendon Press. 1916. 
Pp. xiii. + 357.) 


THIs treatise is, we understand, published in fulfilment of the 
purpose of the Carnegie Endowment for International Peace. 
The Division of Economics and History, the Director tells us in 
a general Introductory Note, has been “organised to promote a 
thorough and scientific investigation of the causes and results 
of war”; and we should imagine that the fiscal policy here 
elaborately discussed would be placed by many pacifists, without 
hesitation, “among” those economic influences which, Professor 
J. B. Clark declares, “in time of peace bring about clashing 
interests and mutual suspicion and hostility.” The anticipated 
curse is, nevertheless, in this instance changed into a blessing. 
The author considers that the case commonly put forward for 
free trade has been vitiated by incurable defect; and he holds 
the view that protection may be properly regarded as an 
expedient of which neither the advantage nor the need is small. 
It should be added that his editor, as the Austrian member of 
the Committee of Research, while responsible for the choice of 
the writer and the perusal of the manuscript, and for deciding 
whether it has merited publication, is not committed to “any 
opinions” which have been expressed. But complimentary 
reference is made to his attitude upon the question treated. 

The book is a “thorough” study, argued from a “scientific” 
standpoint, of important matters clouded or distorted by the 
storm-laden gusts of partisan controversy. It is a new experience 
not to meet on the threshold of the debate with the question- 
begging epithets ‘‘natural” and “artificial,’ worn threadbare in 
this connection. Towards the close alone of this fresh scrutiny 
the traditional antithesis appears. It is then ingeniously main- 
tained that, ‘‘as the natural conditions ” of production are, in fact, 
becoming “less and less important,” and “artificial conditions 
are more and more decisive”—cotton, for example, being manu- 
factured not where it has grown, or iron ore where it was mined, 
but in the places where markets exist—a fiscal policy may be 
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appropriate, though, as “artificial,” it is commonly contrasted, 
to its disadvantage, with the “classical free trade ideal of the 
development of the international division of labour on the basis 
of varied ‘ natural’ productive conditions.” Protection furnishes 
an apt effective means of developing the productive power of a 
country. 

Dr. Grunzel believes neither in the narrow notion of a commer- 
cial preserve, completely closed to external influence and absolutely 
self-sufficient in the full supply of all its wants, nor in the loose 
cosmopolitan idea of a world of universal trading and industrial 
intercourse in which nations would participate, and be treated, 
just as individuals. He thinks that “national economy,” develop- 
ing from an antecedent but obsolete “private economy,’ may 
be expected, as it may rightly be advised, to use “ protectionism ” 
in its necessary traffic with “world economy.” ‘‘ Developmental ” 
theories of temporary duties designed to foster nascent industry, 
and ultimately leading to free trade, do not commend themselves 
to his approval. Nor is he satisfied with “compensatory” 
theories, which, drawing a distinction between practical politics 
and pure science, recognise exceptional positions where protection 
is required to counteract disadvantage. But he prefers the more 
complete and comprehensive purpose associated with “defensive ” 
theories. “The aim of modern tariff protection,” he contends, 
“is to use the political power as a means of securing to a par- 
ticular national economy its own domestic market.” 

Protectionism, indeed, is not confined in this essay to duties 
laid on imports or to bounties offered to exports, primary as is 
the place they hold. Differences of “freight-rates,” it is shown, 
can be employed with equal effect, and with diminished risk of 
detection, to discourage imports or encourage exports. “‘ Admini- 
strative action” can pursue an ulterior end disguised by an 
immediate pretext. Veterinary prohibition, for example, of the 
entry of suspected cattle is not without protective possibilities. 
The grant of patents may, similarly, be conditional on the opening 
and continuance of business within privileged areas. Public 
contracts may be given or withheld as the parties concerned are 
viewed as friends or foes; and “concerted popular action” has 
now at its command the powerful weapon of the “boycott.” Such 
are various methods open in the case of commodities alone. But, 
positively and negatively, the movements of capital and labour 
can be guided, impelled, or checked, as well as those of goods. 
The influx or the exodus of capital, and the emigration or the 
immigration of labourers, accordingly, require the notice they 
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receive in the successive chapters of this book. All form part 
of the ‘totality of measures by which the national economy seeks 
to promote its interests in the world-economy field.” 
Considering in Part I. the “genesis” of protectionism, in 
Part II. the “directions,” indicated above, which it may take, 
and in Part III. its “effects,” Dr. Grunzel places before his 
readers a fuller survey than many of his predecessors had 
attempted or achieved. His partiality for a creed, often dismissed 
as heterodox, is no hasty prejudice or blind obsession. It is the 
outcome of patient research into the facts and of cool, long 
meditation on their significance. ‘Protective duties,” he admits, 
“can only secure the market” : they cannot “create” it. “They 
cannot conjure forth the two productive factors, capital and 
labour.” “Having done good service in one period,” they may 
“become positively injurious” at a later time. But the policy, 
so far from meaning “‘exclusion from the world-economic sphere,” 
“leads to a greater multiplication of world-economic relations.” 
For it is a means of “industrialisation,” as protective duties 
“stabilise the domestic market in the interest of industries, actual 
or potential,” and “industrialism necessarily outgrows the 
domestic market.” “He most benefits the world who best serves 
his own people.” These passages are typical. Expressed per- 
haps in cumbrous phraseology they nevertheless illustrate the 
reasoned character of the argument; and the conception of the 
subject, developed thus with “scientific thoroughness,” can also 
claim on some grounds the fresh attention which novelty demands. 


L. L. Price 


History of the Cutlers’ Company of London. By CHARLES 
We cH, F.§8.A., Master of the Company, 1907-8. Printed 
privately for the Cutlers’ Company. (London. 1916.) 


ALTHOUGH the knife was not part of the usual furniture of 
the dinner table in the Middle Ages since, as Mr. Welch reminds us, 
the guests, until the end of the fifteenth century, brought with 
them their own knives, these knives had to be provided. More- 
over, the carver, the cook, the butcher, the skinner, and many 
others required this indispensable article, while the dagger and 
the sword were the common weapons of defence and war. Hence 
the handycraft of the cutler, or cotiller, was one of the earliest 
to rise into importance, and Mr, Welch has given evidence to prove 
that some such organisation existed in London as early as the 
year 1287. As is well known, many of the guilds were closely 
associated with, if they did not originate in, a religious fraternity. 
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Mr. Welch is inclined to believe that in the case of the Cutlers 
the fraternity was for some time distinct from the trade mistery 
or craft, but which was the earlier it is difficult to determine. 
The first definite mention of the fraternity is in the year 1388, 
when in answer to a demand for information as to the foundation, 
privileges and property of all ‘‘ Misteries and Crafts”; and of all 
“Guilds and Fraternities” the Cutlers declared that the religious 
fraternity had been founded in 1370 and had then issued ordin- 
ances. Unfortunately, none of these returns of “the Misteries and 
Crafts” survive, if they were ever made. But we certainly have 
a notice of the Cutlers’ Mistery as early as 1328, when seven 
prominent cutlers were sworn before the Mayor and the Alder- 
men for the government and instruction of the mistery, while 
in 1344 the Cutlers received authority to elect “Rulers” over 
the mistery, to issue ordinances and “to search and make essay 
of all manner of cutlery.” Moreover, the mention of the 
“Cutlers’ House ’’ in the Cutlery as early as 1285 seems to show 
that some association for the control of the craft existed even at 
that date. | 

All this goes to prove that the organisation of the mistery 
for the purposes of trade preceded the formation of the fraternity 
for religious purposes and for those of a friendly society, although 
Mr. Welch believes that the religious fraternity was, in any case, 
of a somewhat earlier date than 1370. Mr. Weich is also of 
opinion that the fraternity continued as a separate association 
into the fifteenth century. 

However that may be, we may safely conclude that when in 
the year 1416 the Cutlers received a charter of incorporation from 
Henry V., the two associations were finally united. It is true 
that the charter itself only speaks of the mistery or craft, but in 
a deed of the following year the word fraternity is added. By the 
charter the mistery was for the first time given a master and two 
wardens. It was created a perpetual commonalty, or corporation, 
with powers to hold lands in mortmain to the value of £20 a year, 
and in 1476 received a grant of arms: “Gules, three pairs of 
swords in saltire argent, hilts and pommels or ; crest, an elephant’s 
head couped gules, armed or.” The Company also had its seal 
with the motto: “Pervenir 4 bonne foi.” The Cutlers were thus 
one of the earliest of the lesser guilds to obtain this coveted 
recognition by the Crown. That it did so may be probably 
accounted for by the fact that the function of the Cutlers was to 
put together the various parts of the knife, dagger, or sword which 
were made by other crafts. Its members were therefore the 











262 THE ECONOMIC JOURNAL [JUNE 


employers of the subsidiary crafts, such as those of the bladesmith 
or knivesmith who wrought the blades; the Hafters who fur- 
nished the handle; and the Sheathers who made the sheath. 
Moreover, the Cutlers sold the finished article. 

It was then a trading as well as a handycraft guild. Its more 
important members sold wholesale, while the more humble sold 
in retail, and it was always those guilds which secured the more 
profitable, if more risky, business of the trader which took the 
lead over the subsidiary crafts. Such, for instance, was the case 
with the Skinners, who performed-that function in the leather 
trade, and employed the Whittanyers and the Curriers ; and with 
the Drapers, who employed the weaver, the fuller, and the dyer, 
and sold the cloth. 

The Cutlers were accordingly responsible for the quality of the 
workmanship. This, in 1408, led to a quarrel with the Sheathers. 
The Cutlers accused them of carelessness, and petitioned the 
Mayor and the Court of Aldermen for authority to oversee their 
work and correct all faults. The controversy was for the moment 
settled by a compromise. Two masters of the Cutlers and two 
of the Sheathers were to make joint search of all sheaths. But 
the Sheathers never attained municipal standing and before long 
became merged in the Mistery of the Cutlers. The same fate 
had befallen the Furbours or Furbishers at an earlier date. A 
similar dispute between the Bladesmiths and the Cutlers, in which 
the Armourers were implicated, as to the marking of the blades 
went on throughout the fifteenth century. This was finally 
decided by the Bladesmiths being united with the Armourers in 
1515, although those Bladesmiths who wished to be translated 
to the Cutlers were allowed to do so, in which case the Cutlers 
were to authorise their marks. 

In the Mistery of the Cutlers, as with most of the London 
guilds, there was originally no distinction between the members. 
All, as soon as they had entered the freedom, whether through 
apprenticeship, by redemption, or by patrimony, had an equal 
share in the election of officers. But gradually there arose a 
superior class, called the “Livery,” who were chosen from the 
prosperous members, and alone had the privilege of wearing a 
peculiar dress or “livery.” Mr. Welch would have us believe 
that the origin of the “livery” is due to the religious fraternity 
and was then adopted by the mistery. At the same time the 
still smaller, self-elected body, that of the Court of Assistants, 
was formed, which passed ordinances, governed the mistery, and 
“privately ’’ elected the master and the wardens and only 
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presented them to the Commonalty. A quarrel arose on this 
matter in 1420, when the Commonalty secured the right of free 
election, only to lose it again. 

The Cutlers having now established themselves among the 
chartered misteries of the City took their place in the Royal and 
Civic processions, and bore their share in the public burdens cf 
the City and the State, although they never found a place among 
the twelve greater livery companies. 

With the opening of the sixteenth century Mr. Welch finishes 
his first volume. The Cutlers’ Company is to be congratulated 
on this valuable contribution to the municipal history of London. 
The work has been well done. Although some of the points he 
has raised may be somewhat disputable, especially his view as 
to the relations between the fraternity and the mistery, which, 
if correct, are certainly at variance with the generally accepted 
opinion that the origin of the religious fraternity preceded that 
of the mistery or craft and rapidly became absorbed in it; he at 
least has given in his appendices, which are exceedingly well 
chosen, the evidences for his contention. He has also given us 
a careful account of the more important members of the craft 
which, if somewhat too detailed for the general reader, may be 
of use to the student. 

Apparently it is his intention to follow the fortunes of the 
Cutlers up to a later date, and we wish him success, but we 


should like an Index. 
ARTHUR JOHNSON 


Co-operation in Finland. By Dr. HANNES GEBHARD. Edited by 
LioneEL SMITH-GorpDON. (Williams and Norgate. 5s.) 


THE spread of co-operation among the agricultural populations 
of Europe is a movement which promises to affect profoundly the 
whole structure of rural social life. There are those who see in it 
a return to the earlier social type in which individual interests and 
responsibilities were merged in those of the community. Without 
going quite so far in our anticipations, we may expect that it will 
radically transform the methods of production and distribution 
with which the unorganised farmers were content, and the change 
cannot fail to affect their position and influence in the political and 
social order. The combination of farmers in co-operative dairies 
and agricultural societies is introducing them to the use of com- 
plicated and expensive machinery; their credit societies are 
making them familiar with the intricacies of finance ; their selling 
agencies and their stores are bringing them into touch with the 
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world-markets, and enabling them to become their own retailers. 
How seriously these innovations will modify the relations between 
town and country it is not necessary to point out. That they will 
influence the general fortunes of the nations which are now ex- 
hausting themselves in war it would be safe to predict. The 
nation whose industries are organised will have an advantage over 
its rivals in the period of recuperation. Let us hope that amongst 
ourselves the lessons taught so insistently by our experiences in 
the war will not be forgotten in time of peace. 

In the more advanced European countries, with the exception 
of England—in Germany, Austria, France, and Italy—co-opera- 
tion among agriculturists had a remarkable development during 
the closing decades of the last century. Backward nations— 
Serbia, Bulgaria, Roumania—followed the example. The move- 
ment invaded Russia, and, among the Asiatic peoples, established 
itself in India and Japan. The story of its progress is everywhere 
a record of the efforts of the poorer classes to avail themselves of 
the strength which union gives to the weak. And it is also, in 
most cases, the record of a struggle against interests which throve 
upon the helplessness of the poor. 

In the volume here under review Dr. Hannes Gebhard gives 
us the history of co-operation in Finland. His narrative illustrates 
at once the conditions in which co-operation is welcomed and the 
methods necessary to its success. The Grand Duchy of Finland 
has an area of 144,750 square miles, with a scattered population 
of some 3,000,000. Of the rural householders 43 per cent. are 
landless, 34 per cent. rent land, and 23 per cent. are landowners. 
Of the holdings 60 per cent. are small or medium, 39°3 per cent. 
are allotments, and only 0°7 per cent. large. Tull quite recently 
the educational system has been very defective, and amongst an 
uneducated peasantry co-operation encounters special difficulties. 
Without education the qualities required, whether for membership 
or leadership, are wanting. It is not, therefore, surprising that 
the first attempts to establish co-operative societies resulted only 
in failure. The success of the early English co-operators tempted 
some well-meaning reformers in Finland to follow in their foot- 
steps. But their efforts were unavailing, and all these premature 
undertakings collapsed. 

In 1899, after a study of the methods which Sir Horace 
Plunkett had applied through the Trish Agricultural Organisation 
Society, the founders of the Pellervo Society began the work anew. 
Their programme followed closely that of the Trish institution. It 
took as its object : “To promote the economic advancement of the 








i 





1917} GEBHARD: CO-OPERATION IN FINLAND 265 


people by means of co-operation and to be the connecting link of 
all co-operative undertakings existing in the country. It has 
endeavoured to spread the knowledge of the beneficent power of 
co-operation, to help in the starting of different co-operative enter- 
prises, first of all farmers’ societies, livestock societies, and insur- 
ance societies, and later on co-operative societies of different kinds, 
such as co-operative dairies, co-operative rural banks, co-operative 
stores, and so forth; it instructs the officials of the co-operative 
societies in the principles of management and book-keeping; it 
assists co-operative societies by auditing their accounts and by 
settling disputes, and further helps them to work together for 
their mutual benefit; finally, it acts as the representative of 
Finnish co-operation to the outside public, watches over its 
interests, and defends it against the attacks of its adversaries.” 
These and other functions, such as the dissemination of litera- 
ture for the instruction and guidance of the local societies and their 
members, the promotion of federations for the purposes of trade, 
the drafting of rules suitable to the various operations in which 
societies engage, negotiations with the Government on matters 
of law or administration affecting the co-operative movement, are 
the functions for which the Irish Agricultural Organisation was . 
established, and to which the Irish movement owes its success. 
They have been equally effective in Finland. There were but 
three societies in the country in 1901; in 1914 they numbered 
2,300, having weathered in the interval the stress and strain of 
national monetary troubles in the years 1908-09. In the decade 
1903-13 the membership of these societies increased from 21,000 
to 196,000, and their trade turnover from £440,000 to £5,356,000. 
To the eye of the business man these figures represent growing 
trade and, it may be, improved methods of production. To the 
co-operator they have a much more important significance. They 
tell of a whole population animated with a new life, emancipated 
from the bondage which economic weakness always entails, enter- 
ing upon a path in which they shall be masters of their own 
destinies, and taking a higher place in the social order. In 
summing up the results attained by the promoters of co-operation 
in Finland Dr. Gebhard estimates their achievement in these 
terms: “Taking into consideration the enormous difficulty which 
co-operation in Finland has had to overcome—an exceedingly 
sparse population, miserable means of communication, the rather 
undeveloped mental and moral power of the majority of the 
population, its insufficient apprehension of economic and intel- 
lectual matters, and, besides, the fact that in few other countries 
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have the educated classes of the rural population adopted such a 
cold attitude towards this movement as in Finland, and a very 
active political party strife during the first ten years of the exist- 
ence of the movement—adding all these factors, and nevertheless 
finding that Finland is among the foremost countries in this 
respect, the results achieved by the co-operative movement in L 
Finland must be considered satisfactory.” 

Assuredly a modest estimate of what is little less than an 
economic revolution. But then, Dr. Gebhard has been, we may 
take it, a principal agent in bringing about the results which he 
is content to appraise as “satisfactory.” 

The author of this book has been singularly fortunate in his 
choice of an editor for the English translation ; Mr. Lionel Smith- 
Gordon has fulfilled his task with distinct advantage to English 


readers. T. A. FINLAY 


The Colonial Tariff Policy of France. By ARTHUR GIRAULT, Pro- 





fessor of Political Economy in the University of Poitiers. - 
Edited by CHARLES Ging. (Oxford. 1916. Large 8vo. 

Pp. 305.) 

THIS is one of the volumes issued by the Carnegie Endowment i 


for International Peace (Division of Economics and History, 
John Bates Clark, Director). As colonies if badly treated may 
revolt, declare their independence, or respond to covetous advances 
from another Power, it is assumed that colonial policy has an 
important bearing upon international peace. 

The history of the colonial policy of France is sketched in 
great detail as regards the regulation of trade and tariffs. The 
author distinguishes between the policies of exclusion under the 
ancien régime, tariff assimilation under the Revolution, a return 
to exclusion in the first half of the nineteenth century, commercial 
freedom and tariff autonomy under the Second Empire, and tariff 
assimilation under the Third Republic, with a new tendency to 
tariff personality or the suiting of the tariff to the circumstances 
of the particular colony. The author is in favour of the principle - 
of tariff personality, assimilation with the tariff of the mother 
country lacking flexibility. Tariff personality aims at setting up 
such a tariff as would be favoured by an enlightened autonomy. 

To recommend such a policy to English readers is to preach to 
the converted. ; 

The repertory of regulation of colonial tariffs is careful and 
complete, and the volume is a useful work of reference on its 
historical side. Henry Hiacs 
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An Introduction to the Study of Organized Labor in America. 
By Greorce GorHaM Groat, Ph.D., Professor of Economics, 
University of Vermont. (New York: The Macmillan Co., 
Ltd. 1916. Pp. xv+494. Price 7s. 6d. net.) 


ProFessor Groat has assembled a great deal of useful informa- 
tion about the present condition of trade unionism in America 
in this book, but it may be doubted whether he has succeeded in 
giving the reader any clear idea of how and why it has developed 
to be what it is, or what is the difference between unionism in 
the United States and unionism in Europe. In his opening 
chapters he shows that in both continents the labour movement 
had the same roots and pursued something like the same course 
until the time of the Civil War. Up to that time unionism in 
the States, as in England, had not developed a nature of its own, 
and when any special occasion for combined action passed away 
the energy evolved tended to sink into political action or to be 
sublimated into idealist Socialism. With the settlement of the 
West and the growth of large-scale industry the proper environ- 
ment for a permanent industrial movement came into existence. 
But America began by being a country of natural individualists. 
The “hardy pioneer” in the forest clearing had to be a law to 
himself, and was forced to fight Nature with whatever weapons 
were in his hand. The early gold discoveries impressed on most 
men a lust for gold, for wealth speedily if hardly won, and the 
morals of the mining-camp were easily transferred to the industrial 
field. Thus grew up that tolerance of lawlessness in the quest of 
money which is the despair of the American reformer. The 
special character of American industry could not be without effect 
on the American working-man, and a spirit of lawlessness and 
violence is found in the Transatlantic labour movement which is 
foreign to the movement in the old industrial countries. 

Professor Groat is not ignorant of those facts. In one place 
he says: “Recent investigations have made it clear that in many 
cases the’ employer is not altogether law-abiding. His lawlessness 
is of a different brand. It is more finished, much less primitive, 
but none the less lawlessness. . . . It is of the less apparent kind. 
The violence of the striker is an outbreak of primitive passions, 
and almost inevitably expresses itself in destruction of property or 


, in inflicting personal injury on those who in any way obstruct 


their purposes.” Not only is his English shaky, but Professor 
Groat has not got a very firm grip on realities. The lawlessness 
of the employer was apparent enough to the workman. Those 
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who lived in Pittsburg, “hell with the lid off,” had no illusions 
about the community of interests between capital and labour. 
When they heard how men were lawlessly ruined by trusts and 
railways, when they saw legislators bought and officials corrupted, 
legality had few charms for them. Despair of the support of good 
men, despair that there were any good men at all, seized the 
leaders of the workers, and when attempts at organisation were 
shattered by the ignorance of the alien immigrant despair turned 
to violence. Pullman, Homestead, and the Anthracite War are 
beacons in the history of the American labour movement, flaring 
beacons of destruction and lawlessness. Yet these titles are absent 
from the scrappy and perfunctory index which concludes this 
book ! 

The truth is that any “‘study of organised labour in America” 
is unintelligible unless it is treated historically, and, as the author 
says, his book “is not primarily a history.” The defects of his 
method may be seen in his treatment of the Noble Order of the 
Knights of Labor. This organisation was started in 1869, and 
rapidly became national in scope. Its object was to “banish that 
curse of modern civilisation—wage-slavery,’ and Professor Ely 
described it in 1886 as “the most powerful and the most remark- 
able labor organisation of modern times, established on truly 
scientific principles, which involved either an intuitive perception 
of the nature of industrial progress, or a wonderful acquaintance 
with the laws of economic society.” It began with an enthusiastic 
furtherance of strikes, but after 1883 it abandoned the “suicidal 
strike” for “thorough effective organisation.” For years it was a 
power in the land, but gradually its influence dwindled before its 
younger rival, the American Federation of Labour, started in 1881. 
Surely here is an organisation worthy of study, one which both by 
its successes and its failures, by its practical policy and its idealistic 
aims, must have deeply impressed the labour movement of 
America. Yet Professor Groat calmly says that “it belongs 
essentially to the past now,” and therefore “it receives only a 
passing notice here,” and we are left in ignorance alike of what 
it achieved, how it did it, and why in the end it failed. 

More satisfactory are the accounts of the American Federa- 
tion of Labour and the Industrial Workers of the World, but they 
suffer from insufficient exploration of origins and from the want 
of a properly explanatory history of what they have done. For 
these we could have spared a good deal of the author’s general 
philosophising about unionism and syndicalism. His book, in 
fact, is not a “study ” of the labour movement, but only materials 
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for a study, though many of the materials are of considerable 
value. 

One final criticism : Quotations should be properly documented, 
not given in the form “ Professor So-and-so says”; and if there is 
any use in trying to show that in the seventeenth and eighteenth 
centuries some people thought high wages were good and others 
that they were bad, at least the names of the writers quoted should 
be given. Henry W. Macrosty 








NOTES AND MEMORANDA 


THE Cost OF THE WAR TO GERMANY. 


DurinG the past year many articles have been published in 
the German Press which betray clearly the growing uneasiness, 
amounting almost to panic, which is aroused by the prospect of 
the financial position of Germany after the war. An unusually 
candid attempt to estimate the effects of the war on the finances 
of the German Empire is contained in three unsigned contribu- 
tions, evidently by a writer of experience and ability, which 
appeared in the Kélnische Zeitung of the 23rd, 25th, and 27th 
February, 1917. I have made a summary in what follows of 
the conclusions of this writer, and have added in the form of a 
Note certain essential details which he has omitted and which 
are necessary in order to obtain a true understanding of the 
situation as a whole—also some comparable figures for this 
country. 

* * * * * * 

Quite apart from all the damage occasioned by the war, which 
is represented by the actual financial costs of the war, there are 
other very important losses which must be included in any general 
survey of the total economic costs of war. Such are: 

The destruction or confiscation of German property abroad ; 
the laying waste of German territory during the war; the death 
and maiming of so many hundreds of thousands of young men, 
which represents a loss hardly less than the actual financial outlay 
on the war; the exhaustion of great masses of raw material and 
the prospect of having to import much material from abroad at 
a cost which will be greatly increased by the depreciation in the 
exchange on Germany!; the increased competing power of 

(1) This seems open to criticism on the grounds that, while a depreciated 
currency involves hardships on certain sections of the population, and has other 
undesirable effects, it does not increase the real cost (which is all that matters) 
of importing goods from abroad. German currency will be able to buy less 
foreign currency than before the war, but there is no reason to suppose that a 


given quantity of German goods will exchange for a smaller quantity of foreign 
produce than before. 
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neutral countries and of Japan and America in the production of 
many goods for markets which had previously drawn their sup- 
plies mainly from Germany; the various economic measures 
aimed at German trade, which the Entente Powers are contem- 
plating after the war—these and other similar factors must be 
taken into account in estimating the impoverishment of Germany 
caused by the war. On the other side must be set, however, the 
improvement in economic organisation and the development of 
new processes, etc., which are fostered by war. 

So far as the direct war costs are concerned, it is estimated that 
if the war ends in August, 1917, the national debt of Germany 
will amount to at least £3,500,000,000,! on which an annual 
interest of £175,000,000 must be paid.? If an allowance be made 
for redemption at the rate of 1 per cent. of the capital sum, the 
payment requiring to be made for interest and sinking fund is 
increased to £218,000,000. Pensions alone will require an annual 
expenditure of at least £100,000,000 for the first few years after 
the war. To these sums has to be added that share, for which 
the Empire is ultimately responsible, of the expenditure of the 
individual States and municipalities on account of the war. 
During the first thirty-one months of the war municipalities in 
Prussia alone spent more than £125,000,000 in war relief on behalf 
of the Empire. Down to the present moment only 25 per cent. of 
this has been paid back by the Empire. Therefore a total out- 
standing debt of £125,000,000 owed by the Empire to the States 
and municipalities would seem to be an underestimate. It is also 
very uncertain to what extent the Empire is liable for war 
damages. So far £125,000,000 have been spent, mainly for the 
rehabilitation of East Prussia. But if the Empire acts generously 
this will only form a fraction of the total amount to be covered. 
German subjects have suffered heavy losses in the Colonies, and 
their property abroad has in many cases been confiscated. Full 
compensation for these losses will run into hundred of millions 
of pounds sterling. 


1 Down to the present date (May, 1917) Germany has raised six 5 per cent. 
War Loans, totalling £3,010,800,000, but besides this there is a large, though 
unknown amount of floating debt. 

2 In estimating the significance of the figures given for the costs of the 
war to Germany, it must be borne in mind that the original figures were in 
marks, and that they have here been converted throughout at the nominal rate 
of 20 marks to the £. If, as has been suggested by some people in Germany, no 
effort is made after the war to restore the value of German currency to its pre- 
war level, and the mark remains worth only, say, 8d., then the real burden of 
the interest, etc., which Germany has to pay will be met by real taxation only 
two-thirds as heavy as if the mark were equal to 1s. 
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Finally, there are the costs incidental to the restoration of 
peace conditions, the replacement of worn-out and depreciated 
material, the funds to be placed at the disposal of those whose 
businesses have been closed down owing to the war, the very 
large arrears of administrative expenditure which has been 
reduced to a minimum during the war. The outlay on the army 
and the navy necessary to place them in a position of complete 
readiness to fight again, with re-filled stocks of material, muni- 
tions, etc., will be enormous, and may well amount to 
£100,000,000 or £150,000,000. 

The total of the foregoing items will amount certainly to not 
less than £650,000,000, of which at most £200,000,000 could be 
legitimately covered by a loan—i.e., that part which is in respect 
of compensation for war damages and reconstruction. Assuming 
that this is met by a loan—which would certainly not be easy to 
raise at a time when the demand for capital for industry and 
agriculture will be particularly great, and when the Empire will 
be confronted with the necessity of finding a large amount of 
short-term debt—the annual outlay will amount to £450,000,000. 
To this must be added the normal peace expenditure of the 
Empire, which in 1913 amounted to £200,000,000.1_ Hence im- 
mediately after the war the annual expenditure of the Empire to 
be met out of taxation will amount to at least £650,000,000, or 
to £850,000,000 if it is found impracticable to raise £200,000 ,000 
by loan. The magnitude of the task involved in raising so great 
a sum can be gauged when it is remembered with what difficulty 
the Empire was able to finance its normal expenditure before 
the war. In 1909 the most violent parliamentary and _ political 
struggles, which threatened the whole fabric of the Empire, raged 
round new tax proposals for an additional £25,000,000. It was 
regarded as a great financial feat when in 1913 a tax on capital 
was enacted, by which £50,000,000 was raised for military and 
naval purposes.” This sum was regarded as too large to be col- 
lected in one year, and the collection was spread over the three 
years 1913, 1914, and 1915. The chief source of revenue, the Im- 
perial Customs Duties, before the war only brought in £35,000,000, 

1 In 1913 the Imperial revenue (and expenditure) was £190,000,000, but 
this was exceptional, as it included part of the non-recurring capital tax of 
£50,000,000. The average revenue for the four preceding years was 
approximately £153,000,000 per annum. 

2 This tax was only agreed to on an absolute pledge being given by the 
Government that it should never be introduced again. But voices are already 
to be heard contending that a pledge of this nature cannot be held to bind the 


hands of the financial authorities in view of the new circumstances arising 
out of the war. 
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while from the inheritance tax not more than £2,500,000 was 
received. 

The writer in the Kélnische Zeitung admits that these figures 
appear very frightening at first glance, but he contends that 
on a closer examination some of their terrors fall away. An 
appreciable part of the expenditure is not permanently recurrent, 
and might be covered by a special levy of the nature of the 
£50 ,000,000 capital tax referred to above. In any case, after a 
few years the permanent outgoings should fall to about 
£500,000,000. Comfort is also sought in the reflection that the 
expenditure is all internal, and will flow back into the pockets of 
the German people—a reflection which will contribute but little 
to diminish the inevitable conflict over the assessment and in- 
cidence of the enormous taxation which will be necessary. 

When the writer turns to consider the positive measures to be 
taken in order to enable the German people to support such vast 
burdens, he finds his solution in two directions—increase in the 
volume of production and war indemnities. 

The German people has shown during the war that it pos- 
sesses reserves of strength which nobody had suspected, and 
that its resources are capable of almost unlimited development. 
It is of vital importance that these resources should be hus- 
banded and their effectiveness augmented ; hence all unnecessary 
expenditure, such as results from the complicated administrative 
machinery of the State and the wastefulness of municipalities, 
must cease. A return to the simplicity and frugality of ancient 
Prussia is henceforth a matter of the most imperative national 
necessity. ‘Thrift and saving must greatly increase amongst all 
classes of the population; but it is, above all, essential that the 
productivity of German labour should be doubled or trebled if 
the burdens imposed upon the community are to be borne. The 
wealth and prosperity of the German people before the war had 
led to a certain slackening of effort and to a disposition towards 
luxuriousness. In future the State requires everybody to work 
much harder than before, to consume less, and to increase the 
efficiency of their labour by making use of the latest machinery 
and methods of organisation. There must, however, be no ex- 
ploitation (Raubbau) of human beings, and the social policy of 
the Empire should be continued. Much could be done by utilis- 
ing existing labour forces more effectively. In Berlin alone 
sufficient labour to form a whole army corps is engaged in the 

distribution of tobacco. But not only must production be in- 
creased, but standards of comfort and consumption must be 
T 2 
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lowered. Unnecessary goods should not be allowed to be im- 
ported, while the taxation of luxuries in every form 1s no longer 
a mere question of finance, but a matter of national existence. 

In any event, the first six or seven years after the war will be 
very difficult. German goods will have a hard fight to regain 
markets which have been lost during the war, raw materials must 
be imported,-and it will also take time to restore the foreign 
exchanges to par. While it would be possible to diminish in some 
measure the immediate financial strain by covering part of the 
very large non-recurring expenditure by means of a loan, this 
would be extremely undesirable in view of the great demands of 
private industry, which will compete ‘eagerly for capital as soon 
as the present restrictions on new capital issues are withdrawn. 
Under these circumstances the only method by which the over- 
whelming difficulties of this transitional period can be satisfac- 
torily overcome is the exaction of a war indemnity from Ger- 
many’s enemies. Hence in settling the terms of peace a war 
indemnity should be the first and most indispensable provision. 
The references made in his recent Budget speech by the new 
Financial Secretary, Count von Rédern, to the determination of 
the German Government to demand a war indemnity, have been 
welcomed with joy throughout Germany. The immensely valu- 
able pledges which Germany holds in her hands in Belgium, 
France, Poland, and Roumania afiord a basis for the confident 
expectation that such an indemnity will, in fact, be forthcoming. 

* * * * * * 

It will be seen from the above account, taken from a com- 
petent German source, that the financial outlook in Germany 
after the war is serious in the extreme. Immediately the war is 
over an expenditure of at least £850,000,000 must be met by the 
Empire alone—an increase of more than £600,000,000 over the 
peace revenue. This is quite apart from the heavy increase in 
the burden on the State and municipal finances caused by the 
war. A great deal of war expenditure which in England is borne 
by the Central Administration falls in Germany upon the States 
and municipalities. Separation allowances and other forms of war 
relief are paid by the local authorities, which are empowered to 
recover a certain proportion—as a rule, not more than about 
40 per cent.—from the Empire. If the estimate of the writer in 
the Kélnische Zeitung is correct, that the Prussian municipalities 
during the first thirty-one months of the war spent more than 
£125 ,000,000 in war relief on behalf of the Empire, it is quite 
safe to assume that another £125,000,000, probably very much 
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more, has been spent by these municipalities on war relief and 
other war purposes for their own account. Large grants are 
accordingly made by the State Governments to the municipal 
and other local authorities for these purposes, and more than 
£25,000,000 has already been handed over by Prussia alone in 
the form of assistance to this expenditure on war relief. Prac- 
tically every State in Germany has had to increase its taxes during 
the war, in some cases by 40 per cent. and over, and, even so, 
large deficits have been shown at the end of each financial year. 
The municipalities, which obtain their revenue mainly by levying 
surcharges on the State income taxes, have raised these surcharges 
until in many cases they stand at from 150 per cent. to 250 per 
cent. on the State income taxes. The indebtedness of the German 
States and municipalities has increased enormously during the 
war. Between March, 1914, and March, 1915, the indebtedness 
of the Prussian administrative districts increased by £10,000 ,000, 
and many of the German municipalities are finding their financial 
resources severely strained by the necessity for raising fresh taxa- 
tion to meet the interest on the debts they have accumulated 
during the war. 

It is a fact of cardinal importance for the finance of the 
German Empire that within the Empire a number of Federal 
States exist, each with independent financial control and dis- 
pensing large sums of money each year. Now it has always in 
the past been a recognised principle of German finance that direct 
taxation (above all, taxes on income and property) should be re- 
served for the individual States (and municipalities), while the 
Empire meets its requirements mainly from indirect taxation. 
In 1913 the expenditure of the German Federal States, including 
the Free Cities of Liibeck, Bremen, and Hamburg, amounted to 
£323 253,000, and this sum has been much increased during the 
war. There can be no doubt, therefore, that the States, not to 
mention the municipalities, require all the revenue, and more, 
that they had been getting from taxation before the war. But 
it will be quite impossible for the Empire to raise any appreciable 
part of the additional £400,000,000 to £600,000,000 of which it 
stands in immediate need after the war, without encroaching on 
the direct sources of revenue, which hitherto have been the 
jealously guarded tax preserves of the Federal States. Heavy 
Imperial taxation will inevitably diminish the receipts of the 
States and will be fiercely resisted by them. 

The taxation enacted by the Empire during the war (which 
has been most unpopular) affords clear proof of the straits to which 
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the German Finance Administration is reduced. In 1916, for the 
first time, additional taxation was imposed, and taxes were levied 
on tobacco, cigarettes, receipts, and bills of lading, which, together 
with increased postal, telegraph, and telephone charges, were 
estimated to bring in £25,000,000. At the same time a capital- 
increment tax was imposed on increases in capital both of persons 
and companies during the war. This tax is only now in process 
of assessment, and no estimate has been made of its probable 
revenue, but it appears to be thought possible that as much as 
£100,000,000 may be got from it. It is allocated to covering 
deficits of the financial year 1916-17 and following war-years, and 
to the reduction of the national debt, and will not be continued 
after the war is over. In 1917 a 20 per cent. ad valorem tax was 
laid on coal, estimated to bring in £25,000,000; a traffic tax was 
imposed on the carriage of goods and persons, estimated to bring 
in £15,000,000; and a 20 per cent. surtax was placed on the 
capital-increment tax, which it was vaguely hoped would bring in 
about another £20,000,000. Hence, excluding the (in peace time) 
non-recurring capital-increment tax, the financial efforts of the last 
two years have not succeeded in 1aising more than £85,000,000 
additional permanent revenue to cover the enormous increase in 
current expenditure—£175,000,000 for interest on the national 
debt alone, apart from sinking fund; £100,000,000 for pensions ; 
vast sums to be repaid to the States and for compensation for 
war damages—expenditure which must be met in one way or 
another if the German Empire is to continue to hold together. 
It is difficult to avoid the conclusion that Germany will be 
compelled to write off, perhaps by means of a capital tax, a large 
part of her national debt after the war, or even to suspend pay- 
ment of interest on it for many years. It is safe to say that any 
political crisis there may be in Germany after the war will be 
aggravated, perhaps to breaking point, by the insurmountable 
financial difficulties with which the Empire will be confronted. 


A very striking and gratifying contrast is provided by a survey 
of the financial position of the United Kingdom. Down to March 
31st, 1917, the total national expenditure during the war amounted 
to £4,318,000,000. But in this total are included advances to 
Allies and to the Dominions amounting to £970,000,000. The net 
expenditure is therefore £3,348,000,000; of this as much as 
£1,137 ,000,000 was provided: out of revenue, or 33°9 per cent. of 
the net expenditure. The German Empire, on the other hand, 
with a larger total war expenditure, did not succeed in raising 
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during the same period more than (at a maximum) £550,000,000 
out of revenue—less than half as much as in England. The net 
National Debt stood on March 31, 1917, at £2,884,000,000 (after 
deducting advances to Allies and the Dominions). It has been 
estimated that a debt charge (interest and sinking fund) of 
£153,700,000 a year, which is at the rate of 54 per cent. on this 
total, would pay off the debt in from forty-two to forty-three years. 
Pensions may be estimated at £30,000,000, and pre-war expendi- 
ture (without debt charges) amounted to £173,000,000. A 
minimum, therefore, of £356,700,000 has to be raised at the end 
of the war. During the financial year 1916 the total revenue— 
apart from loans—amounted to £573 428,000, from which must be 
deducted roughly £157,000,000, which represents Excess Profits 
Duty and other revenue which will be-non-recurring after the 
war. A permanent revenue of £416,108,000 remains. Hence on 
March 31st, 1917, without requiring to raise a single penny of 
additional taxation, the minimum after-war expenditure could 
be met with a surplus of about £59,000,000 at the disposal of 
the Chancellor of the Exchequer.'. The financial position of 
England is thus incomparably superior to that of Germany. Even 
another year of war will not impose on England burdens which 
her citizens will be unable to bear with comparative ease. In 
Germany it is far otherwise; every day sees her plunged more 
firmly into a morass of hopeless financial embarrassment. Either 
national bankruptcy or the confiscation of property by means of 
taxation on a scale hitherto unknown confronts the German 
people after the war. Those amongst them who have seen this 
shudder and avert their gaze and whisper despairingly the word 
‘“‘TIndemnities.” C. W. GUILLEBAUD 


1 The above figures for the United Kingdom are drawn from the Budget 
speech of Mr. Bonar Law on May 2nd, 1917. 








EXTRACTS FROM GERMAN PERIODICALS. 


I.—INDUSTRY AND COMMERCE IN GERMANY DURING THE TRANSITION 
PERIOD AFTER THE WAR. 


Upon this subject Max Halier, the Vice-Director of the 
Siemens-Schuckert Electrical Works at Berlin, writes on the 
following lines in the Plutus of March 28th :— 

For the space of almost a whole twelvemonth past the problem 
of how the transition of German economic life from war to peace 
conditions is to be effected has been under discussion by the 
authorities as well as by a variety of economic associations and 
in the Press. In these controversies German economic life has 
been treated as a sick person, who must not be too quickly ex- 
posed to the open air and stands in need of State crutches to help 
him walk; the only doubtful point is whether the crutches are 
to be supplied by the military authorities, who have done so 
much organising during the war, or by the civil authorities, who 
are eager to show what they can do when their turn comes again. 
The sick man himself ventures only very timidiy to suggest that 
he still has some strength left, and may perhaps be able to help 
himself without the prescriptions and medicines which he has 
come so heartily to loathe during this war; but he is almost afraid 
to venture on expressing an opinion of his own. 

The whole question of the condition of Germany after the 
war, the writer proceeds, is an equation with innumerable un- 
known quantities, which up to the present we have not the slightest 
possibility of evaluating. The most that could be done is to 
estimate the unknown quantities on the basis of certain assump- 
tions and then attempt a solution on the lines so given. 

In spite of the fragmentary nature of the presuppositions on 
which we can work, responsible circles appear already to have 
evolved certain fixed principles which are considered absolutely 
essential if the transition from war to peace is to be effected 
without grave disturbance.- These principles may be defined 
approximately as follows :— 

(1) The entire German cargo space will be put under Imperial 
control. ‘ 

(2) The import of goods and raw material will be rationed on 
the basis of the import figures for the last year of peace, import 
prohibitions being applied to certain goods. 
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(3) Private individuals are not to be allowed the independent 
disposal of their credits abroad or property which they might use 
to obtain credit abroad. 

(4) The export of raw materials and manufactured goods will 
be supervised. 

(5) The distribution of imported goods will be undertaken by 
special organisations also working under State supervision in such 
a way that even the smallest businesses will gradually resume 
working simultaneously with the largest. 

If these principles, the writer goes on to say, were actually 
adopted, the course of business during the transition period would 
not appreciably differ from that which has been forced upon us 
now by the pressure of the war. But during the war the position 
has been very different from what it will be afterwards. Ger- 
many, as a general rule, had only the home supplies to draw 
upon, and as it was impossible to calculate the duration of the 
war, immediate steps had to be taken to prevent the stocks in 
hand being wasted, as they could be only imperfectly replenished 
from the sources still available; rationing was thus imperative. 
In return for the prime necessities, especially foodstuffs, which 
we were able to import, we could only offer such products as could 
be produced in tolerable superfluity in Germany, viz., coal, iron, 
potash, certain chemical substances, and the like. After the war, 
however, our first object must unquestionably be to bring up the 
figures of the German exchange by producing as quickly as pos- 
sible valuable goods of every kind for exportation at a profit. 
Most countries are waiting eagerly for the beginning of 
peace, since they have been compelled to go without our manu- 
factures during the war, and have failed to get what they required 
from France, England, or America, since the industries of these 
countries have also been largely occupied with the manufacture 
of war material. 

Furthermore, it is extremely doubtful whether the import of 
foodstuffs will be the most urgent immediate requirement. To 
a great extent, for instance, this may depend on whether the 
war ends before or after the harvest, and on the result of the 
harvest itself in Germany. It may very well be that only a very 
small amount of food will need to be imported at the start, so 
that any money available can be much more usefully employed 
for the purchase of other classes of goods. 

In the case of most imports, moreover, such a rationing system 
would automatically involve a corresponding rationing of products 
of purely German origin which are necessary for working up 
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the imported materials—a result which is probably not intended 
by those making the suggestion. In other words, the compulsory 
rationing of imports inevitably means a rationing of German pro- 
duction as a whole. 

But besides all this, there are other reasons which can be 
urged against the rationing idea. It is universally admitted that 
exports must be encouraged to the utmost for exchange reasons. 
But the rationing of our entire imports would involve a method 
of transacting business in the case of orders from abroad, which 
our foreign customers are not likely to put up with, for whenever 
such an order arrived it would first be necessary to make certain 
that the necessary new material is already available, or, if not, 
that the exporter can receive the necessary foreign bills and cargo 
space in order to procure it. Now, although the foreign cus- 
tomer has had to put up with this kind of complication in con- 
sequence of the war, when peace comes he is much more likely to 
cancel the order altogether rather than continue to expose himself 
to similar delays and red-tape, and to transfer his custom to 
countries doing business on more liberal lines. 

Even granting, however, that a rationing system is actually 
introduced, it must be remembered that this would by no means 
guarantee equable distribution to all German consumers alike. 
There might be something to be said for it if we had only to 
consider a few concerns, putting the raw material through all its 
stages and turning out the finished product at the end; but in the 
great majority of cases the material leaves the hands of the actual 
importer before it is fully worked up. Thus, in the case of copper, 
the dealer passes it on to the rolling mills, which turn it first of all 
into wire, sheets, or tubes. The wire is then passed on to the 
drawing-works, and the sheets to the shipyards, the metal fac- 
tories, the coppersmiths, and numerous stamping and pressing 
works. Finally, cables and machinery of all kinds are made from 
the wire. The way from the importer to the last consumer is 
thus a long one, while in many cases it is impossible to tell at the 
time of import into what kind of product the raw material will 
be turned, into whose hands it will pass, or whether it will be 
incorporated into an article for home consumption or for export ; 
frequently, too, a middleman stands between the various manu- 
facturing concerns. It is thus a fallacy to suppose that rationing 
the raw material, in the first instance, would guarantee equable 
distribution throughout. However conscientiously the first dis- 
tribution may be carried out, it will fail to ensure the regular 
working of economic life. Only the actual demand can be relied 
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upon as the factor regulating distribution ; official regulations and 
figures of proportion are beside the mark. ‘Trade and industry 
have a more delicate and trustworthy sense for these matters than 
Imperial offices and committees with their lumbering mechanism. 
Thus equable distribution also appears an insoluble problem. So 
long as war conditions obtained and there was practically only 
one customer, the State distribution was. within the bounds of 
possibility ; yet even under these conditions extraordinary diffi- 
culties have been encountered. 

Thus the regulation of our industrial life by a central office 
appears to be an impossibility. 

There can scarcely be any doubt that after the war the demand 
for all sorts of manufactured goods will be immense, not only with 
us at home, but also abroad. We must remember that for three 
years at least the industrial activities of Germany, France, Great 
‘Britain, and to a large extent America, have been entirely with- 
drawn from ordinary economic life, so that the economic require- 
ments not only of these countries, but of all neutrals as well, have 
been only very imperfectly met. Repairs and upkeep have been 
reduced to a minimum, and the condition of railways, tramways, 
electrical power stations, and many industrial undertakings is 
such as to render renewals on a large scale imperative. The satis- 
faction of these demands will be limited only by the means of 
payment and transport available for the purchase and delivery of 
raw materials. 

As regards cargo space, it may be remarked that this will be 
the most valuable article of international trade immediately after 
the war. If our submarine war is as successful as we hope, the 
total tonnage of the world will have suffered an alarming reduc- 


‘tion, and it is therefore quite right that certain restrictions should 


be put on the use of German cargo space. But we shall be unable 
to exercise any such influence on neutral or enemy cargo space, 
and this will only be available for our purposes if neutral ship- 
owners are adequately remunerated and if the enemy Govern- 
ments allow their shipping to be put at the service of German 
commerce; the latter, however, will probably not be the case, 
inasmuch as enemy countries will be in precisely the same situa- 
tion as Germany. 

The means of payment which we can make available abroad 
are, however, a different matter. At present those who say that 
the German exchange ean really be regulated by a central bureau 
have not proved their case. It can only be efficiently so regulated 
if Germaa property to the approximate value of the sums due 
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abroad can be offered for purchase. While it cannot be denied 
that certain advantages would accrue from-the centralisation of 
German resources abroad in the hands of one bureau, and that by 
this means the foreign bill business might be influenced to the 
advantage of the German exchange, yet there are considerable 
drawbacks on the other side. Commerce and industry still have 
many connections abroad, dating back to the time before the war, 
which in numerous cases would enable credit to be more easily 
obtained individually than by a central bureau. A great part of 
these connections will still be mm being after the war, and these 
can be fully made use of only on condition that sufficient freedom 
of movement and negotiation is guaranteed to the individual, 
whereas the centralisation of the foreign bill business would prac- 
tically put a stop to the obtaining of credits privately. If the 
market is allowed liberty of action, we should be able to get into 
the country a not inconsiderable amount of material which, with- 
out depressing the exchange, would serve to provide profitable 
work for the men returning from the trenches, and thus increase 
the supply of exportable goods. It may very well be that cus- 
tomers abroad who desire our goods would be willing to let us 
have on credit the necessary raw material, as also that the overseas 
agents who are willing to resume permanent relations with us will 
offer us goods on long credit, or, if necessary, on security, so that 
we should be able to get what we want without having to send 
money abroad. 

In any case, it is very doubtful what course our exchange will 
take when peace is signed ; we need only recall the fact that there 
was an appreciable improvement in it as soon as our peace offer 
became known, although, of course, there had been no change 
in the ratio of imports to exports, nor in the solvency of the 
German Empire, on the foreign opinion of which the exchange is 
so often alleged to be dependent. It may well be that the ex- 
change will take a decisive turn for the better immediately peace 
is signed, and probably even during the negotiations, so that the 
considerations now advanced in favour of a centralisation and 
rationing of the exchange business would fall to the ground. At 
any rate, developments cannot be foreseen with any certainty. 

All the above considerations serve to show that the proposed 
measures are of very doubtful value, and may well have the most 
disastrous effect on our economic life after the war. On the 
other hand, the following ‘proposals may perhaps be worth 
considering :— 

(1) Germany’s available cargo space shall be put at the disposal 
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of an Imperial Commissioner, not in its entirety, but only up to 
a certain percentage, to be determined on later, it being im- 
possible to order captains to load and convey only certain goods 
in certain fixed proportions. For the cargo space so reserved 
regulations may be issued, prescribing how it is to be employed 
for each single class of goods, and the goods conveyed in it will 
be subject to the control of the Imperial Commissioner. 

(2) The import of raw material destined to be manufactured 
into export goods should have preference, as also the import of 
goods paid for before or during the war. 

(3) It is not desirable to centralise all German credits abroad 
to a greater extent than the present organisation of the Foreign 
Bill Bureau provides for, except in so far as they are put volun- 
tarily and unconditionally at the disposal of the authorities. In 
the case of all credits other than the last-named, it should be 
understood on principle that they must be put at the disposal of 
the owner by the Central Bureau in case of need. The sole 
object of the centralisation would thus be to avoid sudden fluctua- 
tions of the exchange through a momentary flooding of the market 
with securities. If the use of German credits abroad were sus- 
pended, the hands of commerce and industry would be tied, and 
the full use of German business connections abroad would be 
rendered problematical. 

(4) All goods, except foodstuffs, imported in free German cargo 
space or in neutral vessels on the purchaser’s own account or on 
the strength of long foreign credit obtained by individual traders 
abroad must be put in their entirety at the free disposal of the 
purchaser. Any restriction would benefit foreign trade at the 
expense of German trade. 

(5) The import of unnecessary luxuries shall be prohibited, as 
also the manufacture of luxuries except those which can be shown 
to meet a demand from abroad. Special regulations shall provide 
for the use in home consumption of such substitutes as have proved 
their value during the war. Thus it will be unnecessary to manu- 
facture copper cables, etc., for home use if they can be replaced 
by aluminium or zinc and both these substitutes are available in 
sufficient quantities. 


IJ.—THEr SCHEME OF THE FuTURE GERMAN DEMOBILISATION. 


THE Reichstag Committee for Trade and Industry has recently 
issued a report on its negotiations regarding the demobilisation 
after the war, which contains the following statement made by 
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the Commissioner of the Prussian War Ministry (quoted from the 
Vossische Zeitung of April 19th) :-— 

The transference to a peace footing of the Army must be 
effected both in the military and in the economic sphere. It will 
be supervised by the General War Department (Allgemeine 
Kriegsdepartement) of the War Office. It must be effected in 
such a way as.to prevent unemployment, and to provide labour 
as speedily as possible for the most important industries. The 
reduction of the Army to a peace footing will take place gradually. 
How long it will take cannot be predicted. The Army authorities 
have laid it down as a principle that no man is to be discharged 
who has not had any offer of employment. Those who cannot 
obtain work will be retained in the Army as much as four months. 
The oldest classes are to be discharged first, and special considera- 
tion shown to supporters of families. The principle will also con- 
tinue to be observed that no man will be discharged before his 
legitimate claims for maintenance have been attended to. 

In order to provide as speedily as possible the personnel neces- 
sary for the most important industries, the following classification 
has been made. Subject to the principle that according to law the 
older classes are to be discharged first, the following occupations 
are to have the preference in the selection of persons to be dis- 
charged :— 

(a) Leading personages in the sphere of commerce, industry, 
navigation, and other economic branches. 

(b) Heads of commercial, industrial, and agricultural concerns, 
and officials of the same—e.g., engineers, foremen, inspectors. 

(c) Independent manufacturers, agriculturists, etc. 


(d) Civil servants of the States, provinces, and communes, — 


clergymen, teachers, employés of State and private railways, in- 
cluding light railways and tramways. 

(e) Sailors and fishermen. 

(f) Skilled workers and artisans, if they enter into regular 
employment immediately. 

(g) Unskilled workers in those callings in which there will 
immediately be a great demand for labour—e.g., mining, agricul- 
ture, ocean and harbour navigation. 

(h) Students and other persons who at the outbreak of the war 
were preparing themselves for a career. 

(i) Germans from abroad, who were settled abroad previously 
to being called up, and desire fo return thither. 

The demobilisation of the Navy will proceed on similar 
principles. 
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IIT.—MEASURES TAKEN TO SECURE THE GERMAN Foop SuPPLY 
DURING THE WAR. 

In the Jahrbiicher fiir Nationalékonomie und Statistik 
(January, 1917, p. 81 ff.) Dr. Herbst (Halle) writes on the above 
subject, covering in his review the period from the end of July, 
1914, to the end of January, 1917. The January number sum- 
marised contains only the first instalment of his article. 

The unlooked-for duration of this war has given increasing 
importance to the feeding problem. Up till the beginning of 
1915, however, no special regulative measures had been taken, 
nor had the questions involved been scientifically considered. By 
now, on the contrary, the scientific and practical literature relating 
to this all-important problem has already overstepped the possi- 
bility of exhaustive survey. Only the literature of one other 
department—the care of the maimed and wounded—has surpassed 
it in volume; and the ever-growing volume is but the result of 
the development of England’s “starvation policy.” Be the 
origins of the war what they may, it is evident that for our 
enemies the economic factor has now become the decisive one. 
But in their calculations they under-estimated Germany’s pre- 
eminently developed economic and scientific organisation. In 
especial, the new “war economics,” resulting from the novel 
applications of scientific economics, have taken a foremost place, 
and produced a large literature.! This includes even a specialised 
branch of journalism, e.g., in the periodical statements of the 
local and provincial “Price-testing Bureaux.” The subject is - 
treated at length also in the Korrespondenz fiir Kriegswohlfahrts- 
pflege (“Correspondence for furthering Social Welfare during the 
War”), issued by the “Central Office for Social Welfare”; in 
the Wirtschaftlicher Nachrichtendienst (‘Economic News Ser- 
vice”), issued jointly by the “German Overseas Service ” and the 
“Society for Economic Development”; in the Tageszeitung fiir 
Nahrungs u. Genussmittel (“Journal for Foodstuffs and Deli- 

1 See the Jahrbiicher, 1915, 253 and 525, where the following works were 
used :—Edgar Jaffé, Volkswirtschaft u. Krieg (‘‘ National Economics and War),” 
Tiibingen, 1915; further details in Archiv fiir Sozialwissenschaft, vol. 40, 511 
(cf. 1b. 548), on the “‘ militarising’’ of our economic life——Herm. Levy, Vor- 
ratswirtschaft u. Volkswirtschaft (‘‘ Scientific Provisioning and National Eco- 
nomics”’), Berlin, 1915.—Carl J. Fuchs, Die Deutsche Volkswirtschaft im Kriege 
(“German National Economics in the War”), Tiibingen, 1915.—Joh. Plenge, 
Der Krieg u. die Volkswirtschaft (‘The War and National Economics ”’), Miinster 
i.W., 1915.—G. Stresemann, Das Deutsche Wirtschaftsleben im Kriege (‘‘ German 
Econ. Life in the War’), Leipzig, 1915.—Herm. Schumacher, Deutsche Volks- 
erndhrung u. Volkserndhrungspolitik im Kriege (‘‘The Feeding of the German 


People and the Food Policy During the War’), Berlin, 1915.—H. Képpe, Kriegs- 
wirtschaft u. Socialismus (‘‘ War Economics and Socialism ’’), Marburg, 1915. 
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cacies”’), issued by the Skin and Leather Publishing Co., though 
this is of smaller dimensions. Further, the Mitteilungen d. 
Kriegsausschusses d. Deutscher Industrie (‘Communications of 
the War Committee of German Industry’’) has occasional con- 
tributions. Parliamentary publications, also, should not be 
omitted. Die Erndhrung im Kriege (‘Feeding in War-time”), 
issued by the Prussian War Ministry, is a conspectus of descrip- 
tion and advice which has been distributed in thousands. Advice 
and information for the populace are actively circulated by the 
War Food Bureau, in its Beitrdge fiir Kriegswirtschaft (‘‘Con- 
tributions to War Economics ”’) ; its Beitr. z. Kommunalen Kriegs- 
wirtsch. (Contrib. to Municipal War Econ.) being only for 
official use. 

But the war has affected not merely economic theory and 
practice; it is making a deep impression, too, in the domain of 
Law, where many new measures have been inevitable from the 
very outbreak of war onwards. (It is estimated that 400 new 
Bundesrat regulations, mostly of an economic nature, and some 
3,000 edicts of provincial authorities had been issued up to the 
middle of 1916.) Hence the development of a special German 
war jurisprudence. Of the 17 enactments carried through the 
Reichstag on August 4th, 1914, those interest us in the present 
connection which provide for the securing and maintenance of the 
national food supply during the war. ® 

On July 31st two ordinances had already been passed regard- 
ing prohibition of the export of livestock, animal products, and 
fodder (R.G.BI.,! 1914, 259, 260; 1915, 777). But these were 
but interim measures; that of August 4th (R.G.BI., 338), for 
facilitating imports, is the first distinctly war measure of an 
economic nature; it grants free, or relatively free, import for 
a number of articles for the duration of the war—a freedom taken 
advantage of in subsidiary legislation in March and May, 1915, 
especially as regards meat imports (R.G.Bi., 1915, 135, 277, 453; 
1916, 7). 

The basis of this legislation is the law of August 4th, 1914, 
empowering the Bundesrat to take the needful precautionary 
measures (R.G.Bl., 1914, 327). <A further law of the same date 
permits the definition of maximum prices, and sanctions corre- 
sponding penalties (I.c. 339). 

These two enactments together practically constitute the 
Bundesrat a dictator, since Parliamentary procedure could not 
in war-time conveniently or regularly be set in motion. The 
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subsequent measure, which established the Imperial War Food 
Bureau, set the machinery upon a firmer foundation. 

The continuance of war justified the proclamation of May 22nd, 
1916 (R.G.BI., 1916, 401), empowering the Chancellor to com- 
mandeer food, etc. The W.F.B. was instituted on the same day. 
Thenceforth it is upon the above proclamation that subsequent 
legislation on food matters has been based. 

As regards maximum prices, the law of August 4th, 1914, was, 
in 1915 and 1916, variously modified—e.g., by the establishment 
of Price Testing Offices (l.c., 1915, 607).? 

Note here, too, the proclamation requiring the retail trade 
publicly to announce the current prices of food and fodder stuffs 
(l.c., 1915, 353), that relating to exorbitant prices (l.c., 1915, 
467, 514; 1916, 183) and that ordering the exclusion of suspicious 
characters from the food trade (l.c. 1915, 603); further, those 
directed against the superfluous middleman [Kettenhandel] (l.c., 
1916, 581, 861), against misleading designations of foodstuffs (l.c., 
1916, 588), and ordering a plain description to be affixed to all 
such stuffs (l.c., 1916, 380, 422, 962, and 505); and, further, 
those restricting the procedure on weekly market days (/.c., 1915, 
125), and requiring the names and addresses of advertisers in 
the foodstuff trade to be appended to each advertisement (l.c., 
1915, 827). 

Some additional measures may be mentioned :—A_ proclama- 
tion regarding further simplification of nourishment (J.c., 1916, 
433) and one as to the use of food refuse (/.c. 593). The main 
points of the former of these ordinances are: (1) In inns, hotels, 
clubs, etc., on those days on which meat is permissible (see edit. 
October 28th, 1915), a choice of not more than two such dishes 
may be offered, and no guest may partake of both. (2) A fixed 
bill of fare may not consist of more than : soup, meat (or meatless 
entrée), meat with vegetable additions, sweet or cheese or dessert ; 
and on meatless days an extra meatless entrée or fish. (3) Unless 
for two or more guests, foods containing fat may not be served 
upon a dish. (4) No butter may be served with other foods. 
(5) “ Meat” in such cases includes : beef, veal, mutton, pork, goat, 
besides all game. Head, tongue, and internal parts are excepted. 
“Meat dishes” within the meaning of the Act do not include 
sandwiches or certain sausages. 

As regards the latter of the above ordinances, householders and 
employers are thereby obliged to hand over to the ground land- 


4 See Die Preispriifungsstellen im Rahmen der Kriegswirtschaft (‘‘The P.T. 
Offices as Applied to War Economics ’’), in Recht u. Wirtschaft, Oct., 1916. 
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lord all food wastage and refuse for which they have themselves 
no use, either as human or animal food. Thence they will be 
conveyed to the Berlin “Compressed Dairy Fodder Co.” Many 
towns have taken advantage of this ordinance, and have called 
public attention to the valuable uses of such materials. The work 
has often had the help of private organisations. 

A closely related and significant step was that taken by the 
Government towards obtaining returns of food stocks, as pre- 
liminary to any measures of requisitioning. Official stocktakings 
were hitherto practically unknown; the law of May 20th, 1914 
(l.c., 1914, 129), relating to grain statistics, put in practice in 
July of that year, was therefore important, and, after the outbreak 
of war, this was variously repeated, even in 1914. Edicts of 
August and October (l.c., 1914, 382, 440) made declaration of 
stocks in foods, fuels; oil, etc., obligatory. (See also l.c., 1915, 
54, 549, 684.) The proclamation of February 2nd, 1915 (I.c., 54) 
has given the widest powers. 

The principal stocktakings have been concerned with the 
various cereals, with cattle and pigs, with coffee, tea, sugar, rice, 
pulse, dried potatoes. Occasional estimates of tillage areas and 
statistical forecasts as to harvests have also been undertaken. 

The universal cattle census of December lst, 1916, was to be 
followed quarterly by others on a smaller scale. The two general 
bread and meat censuses of 1915 do not so far appear to have 
needed repetition (see R.G.Bl., 1915, 363; 1916, 781); but that 
taken on September Ist, 1916, is now to have periodical repeti- 
tion during the war.! 

These latter inquests require an exact statement as to stocks 
in hand, as well as estimates of the amounts used during a specified 
interval, so as to permit of calculations regarding future con- 
sumption. 

This economic struggle has indeed given an undreamed of 
importance to official statistics as a branch of war.? 

A weak point in such censuses is the permission to omit small 
amounts of stock from the returns, which omissions finally amount 
to no inconsiderable total. Certain towns have managed to avoid 
this. 

Another all-important’ problem is that of increasing the output 
of home products during war, despite the shortage of skilled farm 


1 See Batocki, e.g., in Hallesche Zeitung, June 23rd, 1916. 

* See Zahn, Die Amiliche Statistik u. der Krieg (‘‘ Official Stat. and the War’’), 
in the Jahrbiicher, vol. 51, 95; also in Bayrische Staatsz., Dec. 10, 1915, and in 
Zeit. d. bayer. Statist. Landesamtes, 1915 (iii). Also Losch, in Verwaltung u. 
Statistik, Sept., 1916. 
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labour, of draught-beasts, and of manure. Germany has plenty 
of yet untilled land available; in various places this was, even 
in autumn, 1914, rendered productive; by now much has been 
done on waste lands, heather, forest clearings, etc. Crops, too, 
have occasionally been replaced by others of higher value—e.g., 
sugar-beet by peas and beans. 

But a better return is often to be had from intensive cultiva- 
tion of already tilled than from initial cultivation of barren soils. 
On this principle the announcement of March 31st, 1915 (R.G.BI., 
210), threatens official interference where agriculturists shall fail 
to take full advantage of their uncultivated ground (cf. l.c., 1915, 
557; 1916, 834). On April 4th, 1916 (J.c., 236), measures were 
announced for ensuring the productive use of cultivable municipal 
spaces and for fixing rents for small-scale gardens. In October, 
1914 (l.c., 466), a proclamation had been issued regulating the 
legal status of societies formed, or to be formed, for the exploita- 
tion of untilled lands. Of this facility much use has by now been 
made in Prussia. 

The sale and consumption of a steadily increasing number of 
necessary articles is being officially regulated, and that with 
growing strictness. At first bread and meat were the main objects 
of this legislation, sugar, meat, and potatoes being less stringently 
dealt with. But by now hardly a foodstuff remains to which 
special legislation has not been applied. 

Uncontrolled commerce is still permitted in the following—in 
so far as the stocks still avail: Fish, vegetables, fruit, buck- 
wheat, millet, Griinkern [green rye dried, for soups], pulse, con- 
fectionery, sweets, chocolate, rice; though for some of these 
maximum prices have been fixed, while others were temporarily 
requisitioned. As a sequel to the class of measures first taken 
(Customs alleviation, import facilities, barriers to export or trans- 
port), and others of an experimental nature (maximum prices for 
grain, general exhortations to economy in cereals, prohibition to 
use rye as fodder, regulations as to flour “bolting,” as to bread- 
stretching with potatoes), which have, in the course of the war, 
been transformed into a set of direct and very stringent provi- 
sional edicts, a special ‘“‘ War Economy” has now developed, which 
itself has led to a strict but fully justifiable policy of ‘War Con- 
sumption,” resting upon laws of a Socialistic tendency, born of 
the war and hampering private rights to the advantage of the 
community, favouring the public welfare as against the claims 
of the individual—a kind of War or State Socialism! which 


1 Cf. Heuss, in Der Deutsche Krieg, p. 58, Stuttgart-Berlin ; also Képpe’s 
book (v. p. 2, above). 
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revives old theories as to the self-sufficient trading State. The 
great economic changes which the war has produced had been 
foreshadowed neither by science nor by practical experience. 

The main principles of war economics, as taught by the 
experience of the present war, are summed up in the words: 
requisitioning, rationing, maximum prices—the first having in 
view the control of available stocks, the second their adequate 
distribution, the third the curbing of the inevitable tendency of 
prices to rise. 

The measures which the Government has been, step by step, 
obliged to take may be expected subsequently to form a basis or 
preparation for new departures and developments which will 
herald a new epoch in national and international economic 


science. 


IV.—THE QUESTION OF A CHANGE IN PRICE POLIcy. 


It has been obvious for some time that the present system of 
maximum prices is regarded by many different sections of public 
opinion as unsatisfactory. Not indeed that there is any large 
body of opinion (outside Agrarian circles, at all events) against 
maximum prices as such. The objection is rather to the system 
on which the existing prices are arranged and to the relation 
between them. In this connection an ambitious scheme for a 
complete rearrangement of prices in mutual relationship has been 
put forward, the plan having been worked out by a body of eleven 
agricultural professors, and embodied in a memorial, which was 
published, in complete or abridged form, in the Press of February 
17th (e.g., Vossische Zeitung, m.). 

The memorial demands, above all, steadiness of prices, and it 
lays down the following principles : 


I.—General Principles. 


The first aim is to increase the output of agriculture as far as 
possible by securing technical and economic efficiency. The right 
and the duty of the Communal Unions to provide for the cultiva- 
tion of suitable land, which the owner cannot or will not cultivate, 
must be maintained. Compulsory cultivation beyond that is pro- 
hibited by the nature of farming processes. It would be more 
fatal in war even than in peace. 

Animals should be fed on grain and root crops only so far as is 
possible after human requirements have been met. Animals kept 
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for working purposes should be given the preference. Sheep and 
cattle must be kept in such number as is desirable for using to 
the best advantage agricultural products unfit or no longer fit for 
human consumption. The maximum output of animal products 
cannot be attained except by proper limitation of the number of 
animals. Pig-keeping is the greatest hindrance to the prevention 
of illegally using human food for fodder. It is specially important, 
therefore, to adjust the number of pigs to the available fodder. 

The foregoing aims are to be attained not merely by compulsory 
interference, but, above all, by an appropriate price policy for all 
products of the soil and for animals. The present price policy 
has, in the course of the war, become completely unsound, and in 
the long run fatal. While low prices were being fixed for bread- 
grain and potatoes, the price of animal products, especially of 
meat, was left too long untouched, and maximum prices were not 
fixed until too late to prevent a dangerous state of things. 

The whole price policy must have as its chief object the provi- 
sion of as much food for human beings as possible. It must be so 
constituted that even farms in a specially unfavourable natural 
and economic position, farms managed by women, farms almost 
completely deprived of labour, should afford an income sufficient to 
keep them going. It is unavoidable that this will give other farms 
more favourably situated a higher income than is absolutely 
necessary. 

The general level of prices must not be raised. The free price 
formation for individual important products is impossible, because 
for numbers of people it leads to intolerably high prices. The 
policy of encouraging production by high prices is to be rejected, 
except for specially necessary crops which declined before the war, 
and 4 minimum supply of which must be encouraged, such as oil- 
plants, leguminous and fibrous plants. 


II.—Particular Principles. 


The various regulations for prices and delivery of oats and 
barley are unjustifiable. They are detrimental to the poorer 
soils, and must be replaced by similar treatment for both crops. 
The following prices per ton are recommended for the next 
harvest :— 


Rye ... diets one ... Mk.260, at present Mk. 220 
Wheat Bae yan ae 300, a + 260 
Barley irs ae dae 270, ag og 320 
Fodder barley rae Ses 260, os a 280 
Army oats ... ae ahr 270, i 270 
Oats ... ae oe es 260, a a 270 
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The present price for pulse crops and the. price fixed for the 
autumn oil crops need no alteration. 

If the rye price is fixed at Mk.260, a sugar-beet price of Mk.40 
is too low, and should be raised to Mk.50 per ton. 

This year’s potato price is insufficient to maintain the produc- 
tion. In parts of West Germany it is below the peace price of the 
winter potato. ~In East Germany it is considerably higher than 
this, but it does not take into consideration the heavy losses to 
most of the farms through the delivery of potatoes normally 
necessary for the farm use. A minimum price of Mk.100 the 
ton in the autumn should be fixed for all Germany, with power 
to the State authorities to raise the price within reasonable limits 
in districts where the peace price of potatoes was specially high. 
The regulation of the early-potato price should be left all over the 
Empire to the State authorities. 

High vegetable prices are called for by the great amount of 
labour required by these crops. There need be no fear of en- 
dangering the cultivation of other crops by vegetable-growing ; 
on the contrary, the utmost extension of vegetable-growing is 
desirable. 

Kohlrabi (Wruken) and beetroot are grown chiefly for fodder 
for the farmer’s own stock. A maximum price must, however, 
be fixed to avoid undesirable competition with potatoes and sugar- 
beet. The following prices are suggested, with liberty to raise 
them in certain districts, as for potatoes :— 

Wruken (kohlrabi, turnips) ... Mk. 4 per ton, now Mk. 50 


Fodder beet eas i a ss ae 36 
Fodder carrots ... , Ss 40 PY 5 80 


A moderate price for concentrated and substitute fodders, with 
State subsidies if necessary, must be maintained to avoid great 
fluctuations in the cost of livestock production. 

The prices of store cattle are too high in comparison with the 
prices of agricultural products, and have given rise to a dangerous 
increase in the prices of breeding and lean cattle. Since maximum 
prices are not practicable for these latter, they can only be kept 
down by reducing the store cattle prices. A proportionately high 
level must, however, be maintained to compensate for the shortage 
of albuminous concentrated fodder. The present average maxi- 
mum price of Mk.195 per double centner for slaughter cattle should 
be reduced to Mk.165. ‘ 

The prices for store sheep are also too high. The present wool 
prices should be guaranteed for at least three years to promote 
sheep breeding in view of the urgent need of wool. An average 
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maximum price for store sheep should be Mk.165 the double 
centner. 

Pig prices are also too high. The present prices need reducing 
by 20 per cent. where the weight is under 80 kg., or by 25 per 
cent. for pigs over 80 kg. 

In consequence of the extraordinary scarcity of albuminous 
fodder the price of fresh milk in most districts is considerably too 
low. The butter prices are rather high in proportion to the milk 
prices, if one considers the increased value of skim milk. The 
fresh milk prices will need to be considerably raised, though not 
till the period of winter foddering comes on. The price of butter 
should be so fixed as to prevent butter-making being more profit- 
able than the sale of fresh milk. For the Berlin district the 
price of one litre of whole milk from the farm should be Pf.30. In 
other districts the State authorities should raise the milk prices 
correspondingly. 





OBITUARY: ERNEST AVES. 


AFTER a short and sudden illness at the house of a friend 
with whom he was spending a few days, Ernest Aves died of 
pneumonia on April 19th. He was sixty years of age ; and though 
the effects of a severe illness twelve months ago had not wholly 
disappeared, his friends had no reason for believing that he 
would not continue for many years to discharge the official duties 
on which he was engaged to within a week of his death. 

His connection with the Royal Economic Society dates from 
its inception. He was one of those who attended the meeting 
summoned to found the Society in 1890. In 1897 he was 
elected to the Council, at whose meetings he was one of the 
most regular attendants. He was born at Cambridge, and it 
was at Cambridge in his university days that he came under the 
influence of Sidgwick, an influence which he was proud to 
acknowledge, and which accounts for much that was most 
strongly characteristic of him. After taking a First in the Moral 
Sciences Tripos, he came to London well equipped for that study 
of, and contact with, industrial conditions which occupied most 
of his life and stood him in such good stead in his administrative 
work of more recent years. 

From 1886 until 1897 he was a resident at Toynbee Hall, and 
during the last seven years of that period was Sub-Warden. 
There he formed numerous friendships. It was during these 
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years also that he became associated with the late Rt. Hon. 
Charles Booth, collaborating with him in The Life and Labour 
of the People, and contributing several signed chapters. 

After his marriage in 1897 to a daughter of Frederick Mait- 
land he left Toynbee, but in the years that ensued he continued 
to follow labour developments with an interest the intellectual 
and judicial appearance of which obscured the emotional and 
living character of its source. In March, 1897, he contributed 
to the Economic JOURNAL an article on “Some Recent Labour 
Disputes.” A further article on the same subject appeared in 
December, 1897, and from March, 1898, until the end of 1906 
his “Labour Notes” were a regular feature. Trade Union 
activity and working-class movements were subjected to careful 
and impartial review; and while the main purpose of the 
“Notes” was informative, commendation and disapproval were 
dealt out with an even though not lavish hand. A supporter of 
Trade Unionism, he nevertheless regretted anything which put 
strife and bitterness in the place of peaceful and orderly develop- 
ment. A belief in a fundamental harmony between the interests 
of the various classes of society, if only good sense and a decent 
regard for others were allowed to prevail, was rooted in him. 
Breaches of the industrial peace when unprovoked made him 
indignant ; when rendered inevitable by a long chain of causa- 
tion they filled him with a quite personal sense of pain. His 
attitude is well illustrated by certain comments which appear 
in the course of his account in June, 1903, of a notorious dispute. 
“And, after all,” he wrote, ‘the Trade Union is not an end in 
itself. It is, although in many fields invaluable, not even repre- 
sentative of the best in industrial relationships, and its scope 
appears to be much more limited than many of its supporters 
imagine. Thus, from various reasons, those who fight for it are 
in constant danger of mistaking the non-essential for the essential 
—the machinery of industrial organisation for the pulsation of 
a healthy, effective, and vigorous industrial life, of which the 
vital breath is not potential conflict, but co-operation.” 

The “Labour Notes” came to an end in December, 1906, 
and in the following year he went to Australia as a Commis- 
sioner appointed by the Home Secretary to report upon the 
system of Wages Boards in Australia and the compulsory arbitra- 
tion system in force in Australia and New Zealand—a task in 
which, as was observed editorially, the “judicial mind” of the 
author of the “Labour Notes” would be “more than eyer 
required.” 
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The result of the inquiry was a signed Report published in 
1908 as Cd. 4,167. A painstaking and scrupulously honest piece 
of investigation, the nice balance of the evidence was probably 
disappointing to those who were strong partisans for or against 
the principle of a minimum wage. The Report does indeed 
reach a conclusion favourable to Wages Boards; but, impressed 
by the enormous difference between the complexity of condi- 
tions in this country and those of Victoria, Aves went no 
further than to suggest the establishment of Boards here whose 
duty would be the collection of information as to the conditions 
of work in their trades and the formulation and publication of 
standard conditions that reputable employers might be expected 
by the public to fulfil. Some sanction would be given to the 
Board’s recommendations by the exercise of discrimination in 
the placing of public contracts, and by the power to make 
generally known failure on the part of an individual firm to 
comply. It is clear, however, that the suggestion was derived 
mainly from his unshakable belief that people generally, whether 
employers or workers, would, as he himself so often expressed 
it, “do the right thing.” 

The Report was an act of fidelity to his convictions. The 
drift of public opinion, leading in the following year to the pas- 
sage of the Trade Boards Act, was such that it would have been 
easier to sum up in favour of some measure for the legal fixation 
of wages; and the fact that he did not do so is an indication of 
the integrity and resoluteness with which he discharged his duty 
as an investigator. 

During 1909 Aves was again abroad, being engaged with 
others, in the United States, on an inquiry into working-class 
wages, housing, and cost of living, the results forming one of 
a series of Reports published by the Board of Trade to provide 
material by which the condition of the working classes in this 
and other countries could be roughly compared. 

After the completion of this work Aves became an “appointed 
member” of the Tailoring Trade Board, which had then been 
set up with others under the Trade Boards Act. In 1912 he was 
appointed Chairman of all the British and Irish Trade Boards in 
succession to Mr. W. B. Yates, and commenced the chapter of 
important constructive work which lasted till his death. The 
difficulties of the task upon which he entered were not made 
lighter for him by the doubts which the Australian Report reveals 
him as entertaining with regard to the policy for which the Trade 
Boards stand. However, having taken up the work, his “judicial 
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mind” and his readiness to see and be guided by facts, not less 
than his compelling sense of duty, served him well; and the 
success which the Boards have achieved is without doubt due 
largely to his chairmanship. As Chairman he had unique per- 
sonal qualifications. The Boards not only respected, but also 
relied upon him. His clear perception of the Boards’ tasks, his 
insistence that.every consideration should be given its due weight, 
his intense dislike of partisanship, made him on each Board the 
central and commanding figure. It is true that his speech at 
times tended to conform closely to his habit of mind—delicately 
balanced, and quivering under perhaps too heavy a load of facts 
and possibilities. But letters received since his death amply 
show the extent to which his fairness and kindness had im- 
pressed themselves upon even the humblest of workers’ repre- 
sentatives over whom, as members of Boards, he had presided. 
His view of Trade Boards as a moral force, as an instrument 
for focussing and diffusing what was best in trade opinion, 
remained strong and possibly paramount. It was this that led 
him to strive unwearyingly for agreement between employers’ 
and workers’ representatives when, in many cases, he could have 
spared himself trouble by putting the matter at issue to the vote. 
His success in these methods of conciliation was very marked, 
and the result was undoubtedly the development and strengthen- 
ing of a friendly relationship between the opposing sides which 
has consistently been, in his view, the prerequisite of progress. 
The work of enforcing the minimum rates was, by a wise 
policy, linked up with the work of fixing them; and the Chair- 
man of the Boards was given the direction of the inspecting 
officers. His contact with and experience of this work accounts 
perhaps more than anything else for the belief at which he 
arrived in the efficacy of a legally enforced minimum wage in the 
case of trades containing a proportion of badly-paid workers. Cer- 
tainly it provided him with evidence pointing to an easy and 
perhaps unexpected way out of the traditional dilemma which 
the legal fixation of wages was thought to involve. He saw that, 
under the stimulus of a minimum rate, the organisation of this 
and that imperfectly managed business improved; and that in 
augmented production there was a source from which the 
increased wages resulting from a reasonable minimum could be 
drawn. He saw, too, that the living character of industry com- 
pelled a dynamic and not a static view of its problems, and that 
a trade possesses unexpected powers of adaptation to new condi- 
tions. These considerations, not less than the value of the 
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Boards themselves in softening relationships between employers 
and workers, took him well in advance of the conclusion of his 
Australian Report; and though caution and watchfulness never 
deserted him, there is but little doubt that he would have been 
prepared eventually to modify that conclusion. 

For the last eighteen months he had been a member of the 
Women’s Section of the Special Arbitration Tribunal set up 
under the Munitions Act. He himself drew satisfaction from an 
added intensity of work in the days of his country’s stress, but 
there can hardly be doubt that he submitted his constitution to 
an unfair strain. 

In 1907 he published a small book on Co-operative Industry, 
which, while mainly descriptive, contains characteristically 
balanced comments on the co-operative movement. To the 
EcoNoMIc JOURNAL his last contribution was itself an obituary 
notice—of his close and eminent friend, Charles Booth. 


G. F & 





CURRENT TOPICS. 


THE Annual Meeting of the Society was held at 9 Adelphi 
Terrace, W.C., on Wednesday, May 30th, when the council and 
officers for 1917-18 were elected as shown on the back cover 
of the JournAL. The Secretary presented a report as follows :— 


New Fellows and Library Members elected in 1916 io 
Fellows and Library Members lost by death, resignation, 
or default in 1916 ai iui we .. 25 
Number of Fellows and Library Members on December 
3lst, 1916 (including 179 Life Fellows) ... — << oe 


The financial surplus on the year’s accounts amounted to £365 
in 1916 as compared with £327 in 1915. 


THE Secretary announced that, by arrangement with the 
Council of the Royal Statistical Society, Fellows of the Royal 
Kconomie Society would be entitled henceforward, commencing 
with the autumn session, to attend the ordinary meetings of the 
former Society for the reading and discussion of papers. The 
meetings will be held at 9 Adelphi Terrace, Strand, London, 
W.C.2, except as announced otherwise. Members of the Royal 
Kconomic Society desiring to receive the Sessional Card, with 
particulars of meetings, are invited to send a request to this 
effect to the Secretary, Royal Economic Society, 9 Adelphi 











298 ‘ THE ECONOMIC JOURNAL [JUNE 


Terrace, W.C.2. Particulars of forthcoming meetings are also 
announced in the Press. 





THE following have been elected to membership of the Royal 
Economic Society :— 


Amark, K. (life). Mumford, J. H. 
Charity Organisation Society. Salusbury, C. V. 
Daruwalla, N. C. Sivaswami-Aiyar, Sir P. 8. 
Dutt, L. M. Skeet, G. W. 

Heshmat, Hassan (life). Wilson, Rev. G. S. 
Tyengar, M. 8. Sesha. Wing, Tom, M.P. 





THE Report of the Reichsbank for the financial year of 1916 
shows for the transactions of the Bank stupendous figures, of a 
magnitude which has never before been reached by any other 
single institution. The note circulation of the Reichsbank rose 
from 6,917 million marks (£345,850,000, at par) at the end of 
December, 1915, to 8,054 million marks a year later. The greatly 
increased demand for means of payment, as compared with peace 
time, is due in part to the fact that the supply to enemy districts 
occupied by German troops demanded an additional 2 milliards of 
marks of Reichsbank notes. In addition there are the consider- 
able surpluses which German national economy requires in view 
of the universal rise in prices. Finally, the hoarding of coins, 
which is still much practised, plays a considerable part in face of 
the demand for more means of payment. The strength of the 
financial position is alleged by the Report not to be impaired by 
the depreciation of the mark as shown by the Exchanges; due to 
the inability of Germany to cover her obligations by exports. 
The result of the first five war loans is given as Mk.47 milliards 
(£2,350,000,000), of which only 2°35 per cent. had been provided, 
up to the end of 1916, by the loan banks. Among other cheering 
features the Report notes that the output of iron and steel in- 
creased considerably as compared with the preceding year, and 
in this connection it is noted that the production of lignite 
even exceeded that in peace time. The largest employer, as 
before, was the Army Administration. The great sums which 
it brought into industry and jnto the money market served to a 
considerable extent to swell the deposits in banks, savings banks, 
etc., and to diminish the demands for bank and bill credits in 
business circles, 
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SoME interesting comparisons between the credit systems of 
Germany and Englarid were drawn by Sir Edward Holden at the 
annual meeting, for 1917, of the London City and Midland Bank. 
For instance : “If we add together the Notes of the Reichsbank, 
the Deposits of the Reichsbank, and the Notes of the Darlehns- 
kassen, we get a total liability at the end of December, 1916, of 
about 801 millions, against 126 millions of gold, giving a ratio 
of 15°7 per cent. In like manner, if we add together the Notes 
in circulation of the Bank of England, the Deposits of the Bank 
of England, and the Currency Notes of the Government, we get 
a total liability of 368 millions against a total amount of gold 
of over 81 millions, giving a ratio of about 22 per cent.” The 
image of a wheel—recalling Adam Smith’s “great wheel of circu- 
lation and distribution ”—has been once more felicitously em- 
ployed to illustrate a monetary phenomenon; namely, the fact 
that while the deposits of the banks of the United Kingdom 
before the war did not amount to more than about £1,100,000,000, 
the Government has been able to borrow much larger sums, for 
instance, more than £2,500,000,000, on short-term securities 
during the year 1916. “The Banks place in the wheel the pay- 
ments they make for those customers who have subscribed for 
the Loans ; the wheel carries these payments to the credit of the 
Government with the Bank of England, and the subscribers 
receive their securities ; the Government then places in the wheel 
cheques, in payment of commodities received and services ren- 
dered, for conveyance to their creditors, and the creditors then 
use the wheel to carry these cheques to the credit of their accounts 
with their Banks, which re-establishes the Banks’ Reserves and 
prepares them for another instalment.” 





Sir EpwaArRD HOoLDEN’s address seems to deserve the praise 
which has lately been given to the speeches of Bank chairmen as 
being ‘“‘an education for the youth of the nation who will have 
to deal with after-war financial problems.” We quote from the 
speech of the chairman of the Merchants’ Trust, Mr. Robert 
Benson, at the recent general meeting of that company. Mr. 
Benson added, with reference to the youth of the nation, that 
they “usually leave school and college with antiquated and un- 
practical, not to say fallacious, theories of money, credit, prices, 
and banking.” Such, he adds, is the Quantity Theory of Money, 
which is described as a “theory to be learnt, unlearnt, and for- 
gotten.” To argue that the creation of credit necessarily causes 
“inflation” of prices “‘is to block the way of Government finance, 
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and is tantamount to saying that the nation shall not get all the 
money it needs to win the war.” But for this block the Mer- 
chants’ Trust would have combined with other Trust Companies 
to subscribe collectively for £100,000,000 of the War Loan, 
borrowing from the banks £80,000,000. After the war, too, 
“easy money at home—cheaper than our competitors’ money in 
other countries—is a necessity.” 





STILL without endorsement, we quote from the speech of an- 
other chairman, Mr. Falconer Larkworthy, at the meeting of the 
Ionian Bank, May 22nd. He recommended the adoption of the 
Greek ‘ Valaoritis ” scheme as established by the Dragoumis Act, 
1910. In favour of this system he maintained that Greece 
possesses an absolutely fixed exchange and the highest gold 
reserve—100 per cent.—in proportion to its circulation of any 
country. ‘“‘A system which provides a gold fund or a fund 
of liquid wealth to the full value of every paper obligation on 
demand issued by any Government using it, and that requires its 
gold fund to be so placed as to balance where necessary the 
foreign trade of the country, and that scrupulously provides for 
the soundness of that fund and that the note issues which provide 
the fund shall never exceed the country’s natural requirements 
of currency, must be preferable to and have more confidence 
reposed in it than the discredited and haphazard system of the 
so-called ‘sound finance’ of the 1844 Act.” The proposal is 
severely criticised by The Economist, May 26th. 





THERE cannot be many who, having been old enough at the 
date of the Bank Charter Act to have an intelligent opinion about 
that measure, are still able to express opinions that carry weight 
about the bank policy of the present day. Indeed, the class 
defined by these two attributes probably comprises only a single 
individual, namely, Sir R. H. Inglis Palgrave, whom we take 
this opportunity to congratulate on the recent attainment of his 
ninetieth birthday. From an article which he wrote last year 
(mentioned in our last issue, p. 149) we gathered that Sir Inglis 
—though he had been working the English system of banking 
for half a century—yet entertained without prejudice the proposal! 
to create a brand-new system,of Trade Banks founded on a foreign 
model. A further expression of authoritative opinion is contained 
in the following letter which appeared in the Morning Post of 
May 25th, 1917 :— 
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“Sir,—I have been sorry to glean from the newspapers that 
there seems to have been a certain amount of ‘ muddling’ with 
regard to the arrangement of the details of the new Trade Bank. 
For my own part, I never have thought Government support 
really needed or even desirable for the establishment of such an 
institution, believing that a joint stock company of the usual sort 
was all that was necessary. 

“The establishment of a trade bank or corporation of some 
description is much wanted, but is it too late to suggest that, if 
on the right foundations and well managed, a Charter is really 
not necessary to ensure the success of the concern ?—Yours, etc., 


“May 23rd. R. H. Inatis PALGRAVE.” 





AN estimate, published by The Economist, May 19th, 1917, 
shows a gross increase in the bank deposits and note circulation 
of the United Kingdom amounting to £697,000,000 since Decem- 
ber 31st, 1913. Against this tendency to inflation are to be set 
several circumstances difficult to measure accurately ; for instance, 
the use of notes in the way of reserve, and the withdrawal of gold 
from circulation. The Economist expresses the opinion that “if 
the war were soundly financed, and all the money needed for it 
were taken from the citizen in taxes and loans produced by saving, 
instead of part of it being manufactured by note-printers and book- 
keepers, there neéd be no addition to the total currency.” 





THAT a War Loan is not necessarily attended by a rise of 
prices is implied in some of the statements made in one of the 
Columbia War Papers, which are in course of publication, namely, 
How to Finance the War, by Professors E. R. A. Seligman and 
R. M. Haig. In the circumstances of the United States, they 
think, ‘‘a very large loan could be floated without an inordinate 
resort to banking credit.” There need be “no such resort to 
credit and no such inflation of prices.” Professor Seligman and 
his colleague are no adherents of what they call the “taxation 
only” policy. “To raise the carrying charges alone on the 
huge sums which will be used will mean taxation of staggering 
weight.” “The interests of the poorer classes may be very 
adversely affected if the taxation policy is made so severe as 
seriously to cripple industry in general.” It is anticipated that 
the war expenses of the United States will “approximate ten 
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milliards a year” (£2,000,000,000), and it is proposed to “raise 
by new taxation for the first year of the war at least one and one- 
half milliards of dollars (half a milliard for interest, one milliard 
amortisation), and during the second year three milliards (one 
milliard interest and two milliards for amortisation).” 





THE Conference on Industrial Reorganisation, held under the 
auspices of Ruskin College at Oxford last July—the Conference 
noticed by Mr. L. L. Price in the EcoNoMic JOURNAL of Decem- 
ber, 1916—has been succeeded by another Conference at Bradford 
on ‘Some Problems of Urban and Rural Industry.” Mr. G. D. H. 
Cole initiated the proceedings by a Paper on “Scientific Manage- 
ment,” which in his view “presents many dangers to industrial 
democracy, tends to make more impassable the gulf between 
Labour and Management, is suited only to inanimate objects,” 
and is open to other objections. A temperate reply was made 
by Mr. C. G. Renold (of Hans Renold, Ltd., Manchester), dis- 
claiming on behalf of scientific management the pretension to settle 
what proportion of the products of industry should go to the different 
factors. It is not an easy task to satisfy one who can say with 
Mr. Cole, “I do not think the relations of Labour and Capital 
will be improved after‘the war, and I hope they will not, because 
I believe in the class-struggle and regard their interests as 
irreconcilable. Any system which supposes co-operation between 
Capital and Labour will break down.” Mr. C. S. Orwin and 
Mr. A. W. Ashby, of the Institute for Research in Agricultural 
Economics, Oxford, discoursed less paradoxically on agriculture 
and the agricultural labourer. 





A REMARKABLE Paper on “Women in Industry” was read by 
Dr. Marion Phillips (D.Sc.Econ.), General Secretary of the 
Women’s Labour League, who deduced various consequences 
from the two facts that many millions of men have been absent 
from their homes serving in the Army or the Navy or as munition- 
workers, and that for the first time the demand for women’s work 
has exceeded the supply. With regard to the problem of married 
women’s work, Dr. Phillips observed : “I believe that compulsory 
exclusion has nothing to recommend it ; but I believe that economic 
pressure on the mother to earn has nothing to recommend it 
either! The true solution of this problem has to be found in a 
revolutionary measure, the endowment of motherhood or child- 
hood, whichever way you like to put it. There will be a beginning 
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of this in the pitiful number of war orphans. They will be the 
little pensioners of the State. I think that this sad necessity of 
war shows us the right way. It would, if rightly extended, give 
a new life to children—a life in which their mothers would play 
a far larger share than of old. It would, this endowment of 
motherhood, give the mother back from the factory to the home, 
and free her for her desired tasks of home-making ; but it would 
give her a new position, since she would be there by free choice 
and not be the slave of a compelling restraint.” 





On the subject of women’s work, attention should be called 
to the Report of the Standing Joint Committee of Industrial 
Women’s Organisations, approved and published by the Joint 
Committee on Labour after the War (Co-operative Printing 
Society, price 2d.). The effects of the war on women in industry 
—the rise of wages, the dangers of overwork—are first set forth. 
Then, in view of the conditions which will probably prevail after 
the conclusion of peace, a reconstruction policy is outlined; to 
“bring women to an economic equality with men” being the 
main purpose. A large measure of amending factory legisla- 
tion is demanded. ‘Trade Unions are urged to open their 
ranks to the women working in each trade, and to establish 
special machinery within every Trade Union for dealing with 
the organisation of women and their special needs. The import- 
ance of appointing women officials and organisers is pointed out. 
The national care of maternity and infancy is demanded. Also 
the political enfranchisement of women on the basis of adult 
suffrage is urgently claimed. “It is not to be tolerated that 
Parliament should deal with such questions as conscription, pro- 
tection, the care of maternity, improved marriage laws, temper- 
ance, etc., without the special contribution which women’s ex- 
perience can make and the guarantee that their interests will 
be considered.” 





AN investigation into the economic condition of workers in 
Dublin has ,.been made by Mr. Lionel Smith-Gordon, the 
Librarian, and Mr. Cruise O’Brien, the Assistant Librarian of 
the Co-operative Reference Library, Plunkett House. Their 
report is published under the auspices of that institution. They 
find that, while nominal wages have risen slightly, real wages 
have fallen considerably. In the skilled trades the average wage 
in the pre-war period was 39s. 6d. per week; the average now is 
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£2 1s. 6d. In the organised “unskilled” occupations the average 
before the war was 22s. 6d. per week. It has now increased to 
27s. 6d... .““Taking the rise in the cost of living at the con- 
servative figure of 70 per cent. over the cost at the beginning of 
the war, we can form a fair judgment as to the plight of the 
workers. . . . Take the budget of a workman with a wage of 
£2. We have been given particulars of a concrete instance 
where the workman found that in pre-war times his weekly food 
bill for himself and his family amounted to 31s. 6d., leaving hin 
a balance of 8s. 6d. for all other expenses. In the particular 
instance we quote the worker’s wage has not risen, but the food 
which his family requires costs between 53s. 6d. and 57s. 6d., 
meaning a weekly deficit of between 13s. and 17s. if the food were 
bought. The deficit, alas! is not in money but in food. These 
people are, in plain words, hungry.” Then there are some two 
or three thousand unemployed who are said to be “debarred by 
motives which may or may not be valid from going into the 
Army.” ‘The writers apprehend serious danger from the discon- 
tent of a half-starving population. To avert this danger they 
make three suggestions: First, that where wages are scandalously 
low they should be increased ; second, that work should be found 
in the country for the unemployed ; third, that machinery should 
be provided to make it possible for the underpaid workers to 
obtain cheaper food. Suitable machinery for distribution is sug- 
gested by the experience of the Dublin Food Supply Society, 
which was started in the winter of last year to lessen the price of 
food to workers who were on or near the Bowley poverty ‘line. 
The method adopted by this Society was: First, to obtain capital 
bearing no interest from well-inclined members of the comfortable 
classes; secondly, to open a depot where the prime necessaries of 
life, such as milk, bread, margarine, potatoes, turnips, cocoa, and 
the like, might be sold to the workers ; thirdly, to arrange matters 
so that the overhead expenses of distribution might be a bare 
minimum and to this end to employ as much voluntary work as 
possible ; fourthly, in order that no stigma of charity might attach 
to the work, to add to the cost price of the commodities sold a 
sufficient margin to cover the small expenses of distribution. 
































RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 


January, 1917. Registration in its Bearing on Vital Statistics. 
Presidential address of Sir Bernarp Mauer, K.C.B. The 
Registrar-General suggests some improvements in our present 
system of registration. The Reorganisation of Official Statistics 
and a Central Statistical Office. GrorrrEy Drace. There is 
proposed a new department of Civil Intelligence for the United 
Kingdom, which might be expanded so as to deal with the 
statistics ot the Empire. The recommendation was endorsed 
by Dr. Bowley and Dr. Stamp. On the Mathematical Repre- 
sentation of Statistical Data. Section III. Prof. F. Y. Eneer- 
wortH. A comparison between the two methods proposed by 
the writer for the representation of “frequency ’’ statistics by 
means of analytic geometry. Ascertainment of Mean Popula- 
tion from Census Returns. A. J. Traversi. A criticism of 
Waters’ formula for the mean population at a time between 
two censuses; and a proposed new method. 

Marcu. The Economic Resources of Russia, with Special Reference 
to British Opportunities. Baron A. Heyxine, Consul-General 
for Russia. Till the war, British trade with Russia had been 
declining to the advantage of Germany. Russia is willing to 
give preference to British goods. Here is a great opportunity. 
‘The Relation of Infantile Mortality to Mortality in Subsequent 
Life. J. BrowniEE, M.D., D.Sc. Doubt is thrown on methods 
proposed by Karl Pearson and other authorities for measuring 


the selective influence of the death-rates. The Correlation 
between Death-rates in Successive Years of Life. H. L. 
TRACHTENBERG. An_ elaborate mathematical investigation 


reveals causes more operative than natural selection. On the 
Mathematical Representation of Statistical Data. Section IV. 
F. Y. Epceworts. The illustrations and developments pre- 
sented in preceding sections are here extended to frequency- 


surfaces. 
The Quarterly Review. 


ApriL, 1917. Agricultural Co-operation in Germany. L. Smiru- 
Gorpvon. Resistance to the British blockade is explained not 
only by the progress in agricultural science, which T. H. 
Middleton’s Report [Cd. 8305, 1916] exhibits, but also by 
organisation: the Chambers of Agriculture, described by J. R. 
Cahill [Cd. 6626, 1913], and co-operative societies. The latter 


have been of great use in the distribution of feeding-stuffs tor 
Sz 
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cattle and of human food, the management of the potato supply, 
and the promotion of the Loans. The co-operative movement is 
recognised and used by the German Government. Should not 
the British Government do likewise? Indian Cotton Duties. 
Lorp SyDENHAM OF ComBE. German Steel and Iron. Prof. 
W. J. Asuuey. This industry has flourished since 1879 under 
Protection. To the Free Trade argument that capital must 
have been withdrawn trom some other industry, it is replied that 
the proportion of capital to be invested at home is not fixed, 
that immediate loss may be counterbalanced by future gain, 
that the laissez-faire argument ignores non-economic considera- 
tions—the difference between a pound’s worth of steel and a 
pound’s worth of economic toys—which can only be ignored on 
the assumption of perpetual peace. Tariffs have favoured, 
though they have not been the main cause of, cartels. The 
dumping adopted by the cartels, involving higher prices at home 
than abroad, would put the users of steel in Germany at a 
disadvantage but for the bounties to home manufacturers on 
the quantity of material used in their exports. Dumping “has 
become the permanent policy of the German steel-producers.’’ 
Shelter was afforded to English combinations by international 
agreements before the war. But such agreements with Germany 
are not likely to be feasible for some years after the war. 


Edinburgh Review. 


Aprit, 1917. Agricultural Production. A. W. Asupy. The decline 


in British agriculture is not so great as represented by some 
authorities. We produce more per head of population, though 
less per acre, than Germany. The comparative number of 
stock per head of population proves little. The maximum pro- 
duction of food is obtained by the exclusive cultivation of 
vegetables. The United Kingdom could become self-supporting 
at a great cost; which might be reduced by better technical and 
business methods. Without these, subsidies and small holdings 
will avail little. President Wilson’s Peace Programme. Prof. 
Auison Puiturps. With reference to the demand for ‘freedom 
of the seas,’’ there is shown a connection between our Free 
Trade system and the acquiescence of other nations in our 
command of the sea. 


The Nineteenth Century. 


Aprit, 1917. Food and Labour. (1) Food Prices and Food Supply. 


Dr. A. SHapwett. The general and continuous movement of 
prices upwards is not due to “profiteering ’’ or combinations. 
“One might as well ascribe floods in the Thames valley to 
leaking house-taps.’’ The price of bread might be lowered by 
abolishing the system of house-to-house delivery—sixty-eight 
different bakers in one street, as shown by a census. 
(2) Suggestions for Doubling the Home Production. By the 
Right Hon. Lorp Biya. The farmer should be instructed by 
experts as to the requirements of his land, should be provided 
with best seed and fertilisers at pre-war prices, assured a 
reasonable price for his produce, and encouraged by State prizes 
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for the largest quantity or best quality of produce. (3) How 
to Find 2,000,000 War Workers. J. Euutis Barker. The 
example of America shows that, by improved organisation and 
outfit, production might be more than doubled. The National 
Service Department has hitherto been disappointing. The 
writer applied for work as an agricultural labourer the day that 
the scheme was started, and frequently afterwards, in vain. 


Fortnightly Review. 


Aprin, 1917. An Agricultural Revolution. J. B. Firtn. “A 
gigantic mistake was made in this country when the Corn Laws 
were swept bodily away by Sir Robert Peel.’’ When the sub- 
marine came into existence the menace to our foreign wheat 
supplies should have been foreseen. 

May. War Budgets. J. EK. Auten. A review and criticism of the 
four British War Budgets leads to the conclusion that sub- 
stantial addition to the national revenue is only to be hoped 
from the income-tax. Everyone with more than £60 or £70 a 
year should pay income-tax on the excess above that minimum. 


Journal of the Institute of Bankers. 


May, 1917. In this number Mr. Ernest Sykes traverses Mr. Robert 
Benson’s remarks (referred to above, p. 299) on “The Quantity 
Theory of Money.’’ 

There is also a good summary of a paper on “ Inflation,’’ lately 
read by Prot. Foxwell before the Institute of Actuaries, 
March 26th (reported in full in The Insurance Record for 
March 30th, April 6th and 13th). Prof. Foxwell finds that there 
has been a serious expansion of bank deposits—‘ something like 
33 per cent.’’ But that will not account for the 100 per cent. 
rise in prices. In order that Government should raise the 
money it requires with a minimum of inflation, he recommends 
reverting to the system of continuous borrowing. 


Indian Journal of Heonomics. 


DecemBeErR, 1916. The Economics of a Deccan Village. Dr. Haroup 
Mann. This “intensive’’ investigation shows the diminution 
of the average size of holdings from forty-four acres in 1771 to 
seven in 1914. The most frequent size [the “mode’’] is now 
between one and five acres. But, in consequence of sub-letting, 
the area cultivated is larger than the area-owned on an average. 
Improved methods of cultivation are discouraged, and much 
labour is wasted by the splitting up of the land into small plots 
(more than 25 per cent. of which are under 2 acre), the plots 
forming the same holding often lying far apart. Nearly a third 
of the male population finds work outside the village, mostly 
at a factory five miles distant from the village. There is much 
debt, Rs.118 per family, at an average rate ot interest of about 
20 per cent. 

Railway Policy in India. D. A. Barker. Agricultural Banks 
in India. A. C. CHATTERJEE. A rejoinder to Mr, Wacha’s 
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article (in the first number of the JourNAL), which disparaged 
the system of co-operative credit and proposed the establish- 
ment of large provincial joint-stock banks. Division of Crops 
on the Threshing Floor. J. GutEri1. This ancient system is 
described in detail as practised in a particular village, showing 
the numerous items which make up the landlord’s share of 
grain and the fine considerations which determine the rate at 
which he may subsequently sell the grain. Defects of the Land 
Tenure ‘System of the United Provinces. Bris Goran Buat- 
NAGAR. 


The Bengal Economic Journal (Calcutta). 


JANUARY, 1917. This is the third number of the Journal, which was 
inaugurated last year as the organ of the Bengal Economic 
Society, edited by Profs. C. J. Hamilton and J. C. Coyajee, 
published by Macmillan and Co. An attractive feature in the 
new publication is the study of concrete economic conditions in 
India. For instance, in the second number, “The Economic 
Survey of my Native Village,’’ by P. C. Pathak—a village with 
a declining population of less than 1,000, whose principal occupa- 
tion is agriculture. The methods of cultivation are very primi- 
tive. But the people are ready to introduce innovations if their 
superiority is established by object lesson—such experiments as 
might be carried out “by well-meaning Zemindars in co-opera- 
tion with the Government.’’ In the third number there are 
two descriptive studies; one on the Economic Conditions of the 
Agricultural Population in the Decca District, a densely popu- 
lated district in Bengal. The Economic Conditions of the Cotton 
Weavers of the Bankura District are also described in life-like 
detail. Noticeable also is the article on an Indian Kameralist, 
by Prof. Coyajee, comparing the Arthashastra of Kantilya with 
the doctrine of Jasti and other Cameralists. The Transferability 
of Occupancy Holdings in Bengal—from the time of Kantilya, 
the fourth century B.c., down to Act X., 1857, is the subject 
of an article by Krishnakali Mukerji. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


Fepruary, 1917. Climatic Change and Agricultural Exhaustion as 
Elements in the Fall of Rome. KE. Huntineton. The Separa- 
tion of Railroad’s Operating Expenses between Freight and Pas- 
senger Services. W. J. CunnincHamM. Work and Pay: A 
Suggestion for Representative Government in Industry. R. C. 
VALENTINE and O. Teap. The German Steel Syndicate. H. R. 
Tospaut. A history of this powerful cartell from its foundation 
in 1904. A growing proportion of the industry has been con- 
centrated in a few large, not very unequal, concerns. Total 
Utility and Consumers’ Surplus under Varying Conditions of 
the Distribution of Income. Prim G. Wricat. 


The American Economic Review (Princeton). 


Marcu. 1917. Theoretical Issues in the Single Tax. H. J. Daven- 
port. A Rule for Testing Tax Valuations of Railroads. Marx 
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A. Smita. Siz Years of Postal Savings in the United States. 
KE. W. Kemmerer. The History of the Trade Dollar. Porter 
GARNETT. 

SuPpPLEMENT, Papers, and Proceedings of the twenty-ninth 
annual meeting of the American Economic Association. 


Annals of American Academy of Political and Social Science 
(Philadelphia). 


January, 1917. The present Labour situation is the subject of this 
number. Collective Bargaining, Labour’s Share of the Social 
Product, A Legal Minimum Wage for Women, are among the 
topics discussed. 

Marcu. This number is devoted to Modern Insurance Problems. 


L’ Egypte Contemporaine (Cairo). 


January, 1917. Le mauvais fonctionnement de la concurrence dans 
l’économie nationale égyptienne. I. G. Livi. Competition is 
inadequately provided for as regards appointments to the Civil 
Service. It is hampered in the professional classes by defective 
training and by the spirit of national clique. The ignorance ot 
the peasant, the imperfect organisation of markets, the loop- 
holes left open for fraud, adulteration, concealed bankruptcy, 
and the like must be reformed before healthy competition is 
possible. 

Les grosses fortunes & la Mecque au siécle de l’Hégire. 
R. P. Henrt Lammens. Les idées sociologiques d’un_philo- 
sophe arabe au XIV® siécle. R. Mavunrer. Describes the views 
of the historian Ibn Khaldoun upon the nature and evolution 
of society in general. A translation by Slane appeared as 
Prolégoménes historiques, 3 vols. 4to, Paris, Imprimerie 
nationale, 1862-1886. 

Fesruary. La procédure d’execution immobiliére en Egypte. 
Errore Pezz1 Bey. Purchase of real estate at an auction is a 
very risky operation owing to the existence of undisclosed claims 
even when the sale is by order of a court. Various reforms of 
law and procedure are suggested, both in the address and in a 
discussion. 

Marcu. La guerre et les contrats privés. L. Castro. La Belgique 
en exil. FIrRMIN VAN DEN Boscn. An interesting account of the 
activities, civil and military, of Belgium since her invasion, and 
of her aspirations for the future. 


Journal des EHccnomistes (Paris). 


Fesruary, 1917. L’Aliment alcool et le Péril antialcoolique. Yves 
Guyot. A vigorous protest against the anti-alcoholic move- 
ment. Le Synchronisme Hebdomadaire. P. De.aporTE. A 
proposed division of the year based on the week as unit, in 
place of the Julio-Gregorian calendar. Sur les monopoles et 
industries d’état. G. SCHELLE. 
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Marcu. Sir E. Holden et la situation générale financiére. 
A. Rarratovicu. Referring to the speech which has been 
noticed above, p. 299. L’industrie miniére en France. 
A. PAWLOWSKI. 

Aprit. La doctrine de l’Utile. Yves Guyot. L’wuvre de Paul 
Leroy-Beaulieu. G. ScuentE. L’industrie Britannique aprés 
la guerre. Stk HucH Bett. The main part of a communica- 
tion made to the Scottish Economic Society. 

May. Les finances publiques en Grande-Bretagne. W. M. J. 
Wituiams. A summary of recent financial measures, with a 
protest against prospective protection. Un inventaire des res- 
sources des colonies britanniques. A. RAFFALOvIcH. A summary 
of the report of the Dominions Royal Commission. 


Scientia (Milan). 


I-III. 1917. The Economic Prospects of the United States after 
the War. E. R. A. Sevicman. Among the prospects are an 
increased tendency to immigration into America, increased in- 
vestment of American capital abroad, the creation of a large 
merchant marine, New York rivalling London as the financial 
centre of the world, a transition from the exportation to the 
importation of food, possible capture of foreign markets, espe- 
cially in South America and China. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tubingen). 


NovemBeR, 1916. (Kriegheft V.) Zur Theorie der Kriegswirtschaft. 
Prof. F. EvtenserG. Abstracting the veil which money inter- 
poses, the learned writer exhibits the main features of war 
economy: reduction in the consumption and production of 
luxuries, rise of prices, and check to capitalisation. Among 
minor traits discerned are the advantage obtained by the pro- 
duction on a large scale of the goods required in war, the 
tendency ot a more rapid turnover to increase profits, the prob- 
ability that habits of abstemiousness in consumption and 
economies in production acquired during the war will enure in 
peace, the monopolistic character imparted to industry by the 
isolation of markets, the tendency of the economic system to 
come to a stop through the inability of capitalisation to keep 
pace with the rapid destruction of articles produced for purposes 
of war. Wirtschaft und Verwaltung nach dem Kriege. Prof. 
J. Jastrow. This continuation of the article noticed in our 
last issue begins with finance. The relief to be hoped from an 
indemnity, being uncertain, is left out of account. Prof. Jastrow 
does not advise a return to cash payments immediately atter 
peace: not while the mark remains depreciated. Enumerating 
the heads of future national expenditure—among which are the 
refitting of the Army and the Navy (including the construction 
of new ships and aircraft), the service of the national debt 
(estimated at 2°4 milliards of marks)—he anticipates an increase 
of four or five milliards of marks (200-225 million sterling) to 
the revenue required by Germany (Empire and States), which 
before the war was just over ten milliards. Evidently all kinds 
of taxation will be required; but criticism of particular taxes 
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must be deferred till the complete system is before us. Questions 
relating to internal administration are then discussed with a 
view to “utilising the experiences of this war to obtain principles 
available for organisation in future periods of war.’’ Das 
Krieg und das Bevélkerungsproblem. Dr. SiEGFRIED Bunce. 
Among the data of the problem are the enormous loss of men 
in the prime of life, with the result that at least half a million 
young women must forgo the fulfilment of their highest calling, 
that of wife and mother, and the British blockade resulting 
not indeed in starvation—such has been the perfection of 
German organisation—but in privations which may have a 
serious effect on health. But some compensation may be hoped 
from an increased size of families consequent on the change of 
mentality, the religious feeling and idealism, evoked by the 
war. The author does not see in the projects referred to as 
“Mittel-Europa’’ or ‘“Nordsee-Bagdad ’’ adequate compensa- 
tion for the restrictions on foreign trade which are threatened. 
He does not expect much from the proposals to lighten the 
burden of taxpayers or to raise the income of State officials in 
proportion to the number of children a person has. Polygamy 
would be less effective and more objectionable “from an ethical 
standpoint ’’ than the raising of the legal and social position 
of unmarried mothers and illegitimate children. But the true 
policy—the golden rule—with respect to the population question 
is to create capital (Wahre Bevolkerungspolitik muss in erster 
Linie Kapitalbildungspolitik sein). There follow five articles, 
averaging above forty pages, on The Supply of Electricity, The 
Foreign Exchanges during the War, Money and Credit in 
Austria-Hungary, The Regulations as to Bread in Austria, The 
War Finance of England in 1916. 


Zeitschrift fiir die Gesamte Staatswissenschaft (Tiibingen). 


JaNuARY, 1917. Die Anonymitdt in der Presse. K. Bicuer. 
Kapital und Kapitalismus. R. LierMann. Der Kapitalismus 
in der Florentiner Wollenindustrie. GrERTRUD HERMES. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


January, 1917. Das Gesetz des Ausgleichs der Grenzertrige. R. 
LiEFMANN. An ambitious study on margins, containing 
criticisms of Marshall and some other contemporary economists. 

Fepruary. Der Krieg und die Arbeit der Wirtschaftwissenshaft. 
A. Hesse. Kreditorganisationsche. Probleme der Uebergangs- 
wirtschaft. I. WALDECKER. 

Marcu, 1917. Zweite Hypotheken nach dem Kriege. W. Lriskx. 


Giornale degli Economisti (Rome). 


Fepruary, 1917. L’industrie italiana dell armamento navale. 
F. Nopiti-MassveEro. Sull’ evasione nelle transmissioni gratuite 
mobiliari. A. ConLEvTo. Continued researches on the geo: 
graphical distribution of wealth in Italy. 
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Marcu. La diversa pressione tributaria del prestito e dell importa. 


B. Griziort1. There are contrasted two views as to the efficacy 
of a public loan to transfer burdens from the present to a future 
generation—the views of the classical economists, including 
Leroy-Beaulieu, and that which is now received as scientific held 
by Pantaleoni (Scritti vari di Economia, 1910), and by De Viti 
de Marco (Saggi di Economia e Finanza, 1898). The 
writer inclines to the earlier view, insisting that there is no 
continuity between the interests of successive generations. 
Liberta di Commercio interno e di lavoro negli economisti. Pie- 
montesi nel Secolo XVIII. Romoto Rota. A recondite chapter 
on economic history. 


La Riforma Sociale (Turin). 


JANUARY—FeBRUARY, 1917. Migrazioni e movimento di popolazione 


durante la guerra. KR. Micnexs. The effects of the war upon 
the displacement and the increase of populations are traced in 
interesting detail. Iredentori delle terre mutte. G. Rato. 
The uncultivated lands exist only in the imagination of the 
uneducated. Esiste ancora il commercio internazionale durante 
la guerra. V. Parr. The statistics of foreign trade for several 
nations during the war show little diminution. We are far from 
Fichte’s ideal of a closed State. 


Marcn—Apriu. Il sistema monetario del cambio aureo. ACHILLE 


Lorta. Upon review of the gold exchange of India, the “in- 
variable dollar of Fisher,’’ and other systems, gold exchange 
is found to compare badly with “limping bimetallism,’’ being a 
worse deviation from the ideally best currency, free coinage 
with notes convertible at par. Alcuni appuntt in materia di 
traslazione. FErruccio-RoncnetTI. The questions whether a 
specific tax on a monopolised article raises prices, and whether 
the rise is greater the greater the elasticity of demand, are re- 
handled, with reference to the Economic JournaL, September, 
1897 [but not to subsequent treatments of the problems in the 
JOURNAL, p. 303 et seq., 1899, and p. 288 et seq., 1910]. The 
question how a general rise of wages will affect profits is dis- 
cussed with reference to the opinions of Loria and Cherbuliez. 
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NEW BOOKS 


English. 


Ascot! (F. D.). Early Revenue History of Bengal, and the Fifth 
Report, 1812. Oxford:.Clarendon Press. 1917. Pp. 272. 


CramMMoNnD (Epaar). British Shipping Industry. London: 
Constable and Co. 1917. Pp. 67. 


[I. British shipping before the war; II. During the war; and III. The 
future of British shipping. The future depends on our reasonable treatment of 
the neutral Powers. ‘‘If England ever used her naval power as our great enemy 
has used his military power, the time would come when there would a similar 
coalition against us.”] 


England’s Financial Supremacy. A translation of “Die Englische 
Finanzvormacht.’’ From the Frankfurter Zeitung. London: Mac- 
millan. 1917. Pp. 106. 

[Reviewed above.] 


Haut (A. D.). Agriculture after the War. London: Murray. 
1916. 


[To be reviewed. ] 


Harvey (Jonn), Heatu (J. St. G.), and others. Competition: 
A Study in Human Motive. Written for the Collegium. London: 
Macmillan. 1917. Pp. 282. 


[The Collegium is a group of persons who attempt to promote the study 
of social problems in the light of Christian principles. } 


Kitson (ArtHur). Trade Fallacies: A Criticism of Existing 
Methods and Suggestions for a Reform toward National Prosperity. 
London: P. S. King. 1917. Pp. 286. 


M’Craren (A. D.). Peaceful Penetration. London: Constable. 
1916. Pp. 221. 


Orr (Joun). Agriculture in Oxfordshire: A Survey made on 
behalf of the Institute for Research in Agricultural Economics, 
University of Oxford. With a chapter on Soils by C. G. T. Morison. 
Oxford: Clarendon Press. 1916. Pp. 259. 


[To be reviewed.] 


Strutt (Hon. Epwarp J.) and Rozerts (G. H., M.P.). British 
Agriculture: The Nation’s Opportunity. Being the Minority Report 
of the Departmental Committee on the Employment of Sailors and 
Soldiers on the Land. With addenda on Housing, &c., by the signa- 
tories, with some considerations by a Free Trader, and a preface by 
A. D. Hall. London: J. Murray. 1917. Pp. 168. 

[To be reviewed. } 


Topp (JoHn A.) The Mechanism of Exchange: A Handbook 
of Currency Banking and Trade in Peace and War. Oxford Uni- 
versity Press. 1917. Pp. 255. 


[‘‘An attempt to revise our text-books of economics by interpolating into their 
pages some account of what happened in the early days of the war, and how 
events have shaped themselves since its progress.’’} 
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TURNER (CHRISTOPHER). The Land and the Empire. London: 
Murray. 1917. Pp. 144. 

[A survey of errors in the past brings into relief plans for organised agri- 
cultural industry in the future.] 

VESSELITSKY (V. DE). Expenditure and Waste: A Study in 
War-time. London: G. Bell. 1917. Pp. 64. 8d. 


[An instructive study of work-women’s budgets. ] 


American. 


AcunipEs (N. P.). Mohammedan Theories of Finance. 
(Columbia University Studies.) New York: Longmans. 1916. 
Pp. 540. $4. 

Davis (Dr. J. STancuirFE). Essays in the Earlier History of 
American Corporations. No. 4. Eighteenth Century Business Cor- 
porations in the United States. Cambridge, Mass.: Harvard Uni- 
versity Press. 1917. Pp. 419. 


RicumMonp (Mary E.). Social Diagnosis. New York: Russell 
Sage Foundation. 1917. Pp. 511. 

[A contribution to charity organisation and ‘‘Case Work.” The writer is 
Director of the Charity Organisation Department in the Russell Sage 
Foundation. ] 

Trever (A. A.). A History of Greek Economie Thought. 
Chicago: Univ. Press. 1916. Pp. 161. 75 c. 


Woopsury (R. Morse, Pa.D.). Social Insurance: An Economic 
Analysis. New York: Holt. 1917. Pp. 171. 


French. 


Compat (Ep. et F. G.). Le travail des femmes a domicile. 
Paris et Nancy: Berger-Levrault. 

[A study on women’s wages before and after the war.] 

Worms (REN£). Natalité et régime successoral. Paris: Payot. 
1917. 


Italian. 


Goss (U.). Trattato di Economia. I. Milan: Societa Fiditrice 
Libraria. 

Graziani (A.). Istituzioni di Economia Politica. Turin: Bocca. 
Pp. 959. 


[The third edition of a well-known work which has been often referred to 
in the Economic JOURNAL. ] 


Uxpranr (Cextso). Le Georgiche. Portici: Della Torre. 1917, 
Pp. 162. 
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